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PREFACE 


This study of the construction industry in Canada evolved as the Prices and 
Incomes Commission pursued its two principal tasks. Set out in the Order in 
Council appointing the Commission in June 1969, these tasks were to inquire into 
“the causes, processes and consequences of inflation’; and to inform those 
currently involved in price and income decisions, the general public and the 
Government on “how price stability may best be achieved”. The study consists 
mainly of background papers, research findings and proposals for possible future 
action to achieve greater stability in the construction industry prepared by one of 
the Commissioners who undertook a particular responsibility in this area. 

It received its first major impetus during the spirited and in some respects 
germinal discussions of the Committee on Construction and Property Development 
at the National Conference on Price Stability in Ottawa in February 1970. It was 
recognized by this Committee and later by the Conference as a whole that “costs 
have been advancing particularly rapidly in most sectors of the construction 
industry and that special steps are needed by all concerned to reduce the rate of 
increase in these costs, including efforts to level out the flow of construction 
work”. The representatives of the construction industry present, moreover, “agreed 
that individual firms in the industry if called upon to do so would during 1970 
absorb a proportion of their increased costs in accordance with the general pricing 
criteria” adopted by the National Conference.’ 


1 For a fuller report on the National Conference on Price Stability see Canada’s Experience 
with Incomes Policy, 1969-1970, G. A. Berger, Prices and Incomes Commission, Information 
Canada, Ottawa, 1973, pp. 21-29. 


ili 


A second important stimulus to the study occurred early in June 1970, with the 
presentation to the Commission of a submission prepared by a broadly represent- 
ative national committee of contractors and workers in the mechanical sector of the 
construction industry. This submission, reproduced in Appendix A, is noteworthy 
also in that it was the only one made jointly by employer and union representatives 
during the course of the Commission’s work. Later a number of other developments 
influenced the nature and direction of the study. 

A short discussion of the place of construction in the Canadian economy is 
presented in the opening chapter. This is followed in chapter two by an 
examination on a national and provincial basis, of the nature and extent of the 
fluctuations that have occurred over recent decades in construction operations. The 
consequences of these fluctuations in the industry and in the economy are analyzed 
in chapter three. This section of the study also includes a discussion of the ways in 
which inflationary forces in the economy contribute to, and are stimulated by, 
excessive demand conditions in markets covering construction materials, labor, 
financing, products, land and other items. Finally in chapter four measures needed 
to achieve greater stability in construction operations are examined and some 
proposals are made for possible further exploration by those most directly involved, 
namely, contractors, unions, professional bodies, private and public clients and 
governments. 

The author thanks his fellow Commissioners and those members of the 
Commission staff who contributed to this study. Included among the latter are 
Donald G. Laplante and E. Thomas Houston who undertook special tasks reported 
on in chapter three and Florence Greene, Donald V. Brazier, Felix Quinet and 
Liagat Ali each of whom ably assisted in a variety of ways. 

Appreciation is expressed also to those directly associated with the construction 
industry serving in management, union, client and government roles in all parts of 
the country. Members of each group shared freely not only their experiences in, but 
also their concerns about, the future of this important sector of the Canadian 
economy. 
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chapter one 


THE PLACE OF CONSTRUCTION IN 
CANADA’S ECONOMY 


Construction occupies an important position in the Canadian economy and in 
society generally. In value terms building and engineering activities carried out 
annually total around 17 per cent of Gross National Product.’ The construction 
industry, which is responsible for the bulk of all such operations, itself employs 
seven per cent of the country’s total labor force.” Many other Canadians, although 
not directly engaged in the industry, rely heavily on construction. These include 
those who fabricate materials, supplies and equipment used on building and other 
projects and those who provide basic utilities, transportation and other services. 

It is obvious that an activity of such importance both affects, and in turn is 
affected by, the pulse of the whole economy. When sharp variations in the volume 
of construction take place, be they national, regional or local, they invariably show 
up in the total level of economic activity in the area concerned. The reverse also 
occurs, inescapably. Decisions to proceed with new plants, housing, highways or 
other projects, or to make major extensions, alterations or repairs to existing 
structures are quickly reflected in building activity. Large construction outlays 
in turn provide an impetus to the professional, trade and other services required not 
only for the specific projects but also for the whole economy. Equally substantial 
increases or decreases in the total demand for new buildings and other structures 


1 The average of the annual estimates of the value ot total construction work performed in 
Canada, which includes the cost of labor, all materials and basic services used, expressed as a 
percentage of the Gross National Product over the five years from 1967 to 1971 was 16.7 per 
cent. Cf. Construction in Canada, 64-201, and National Accounts, 13-201, Statistics Canada. 

2The average level of the labor force in the construction industry in Canada based on 
monthly estimates over the five years from 1967 to 1971 was 550,000. This equalled 6.8 per 
cent of the average monthly level of the total labor force over the same period. Cf. Table V p. 
47 below. 
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clearly have direct repercussions in the construction industry as well as in those 
sectors of the Canadian economy which are dependent on construction for much of 
their activity. 

Given present institutional arrangements and policies, wide-spread fluctuations in 
the volume of work have inevitably occurred from year to year and from one type 
of construction to another.? They have also occurred for climatic and other reasons 
from season to season. This highly erratic flow of construction activity places a 
heavy burden financially and otherwise on both contractors and workers. The 
accompanying strains involve, at varying times, either over-work or serious 
unemployment for a large proportion of those attached to the construction 
industry. The severity of the absence or irregularity of work is reflected in the fact 
that construction with seven per cent of the labor force has accounted for nearly 
17 per cent of all unemployment in Canada over recent years, or for more than 
double its share of the labor force.* Uneven strains on land resources, financing 
arrangements, labor costs, building materials and equipment also result from the 
peaks and valleys in construction activity, often with far-reaching consequences. 

When excessive demand pressures prevail for any length of time, the industry 
itself not only feels their effects, but acts as a purveyor of them to the rest of the 
economy, frequently adding to their intensity in the process. Conversely when 
slackness or recessions occur, the industry likewise experiences the impact and this 
in turn has repercussions throughout the economy. 


3The analysis below of construction fluctuations and of their impact on the economy has 
been extended and updated since it was originally presented in an address to the Construction 
Industry Development Council in Ottawa in June 1971. 

From 1967 to 1971 the estimated average level of unemployment in the construction 
industry based on monthly labor force estimates was 71,800. This amounted to 16.9 per cent 
of the average monthly level of total unemployment in Canada over the same period. Cf. The 
Labour Force, 71-V01, and special compilation prepared by Statistics Canada. 
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chapter two 


FLUCTUATIONS IN CONSTRUCTION 


Measurement of Year-to-Year Fluctuations 


Owing to the great variety of construction operations and building structures and 
services in Canada and to the wide range of the kinds of business firms involved in 
the industry, it has not yet been possible to develop a satisfactory single measure of 
the total volume of national production. With the aid of information received from 
firms, institutions and governments relative to total expenditures incurred in new 
and repair construction, it has been possible, however, to develop reasonably 
reliable annual estimates of the value of total construction work. Most of this is 
performed by contracting firms whose operations collectively comprise the 
construction industry. 

The estimates of overall construction activity, prepared by Statistics Canada, 
provide a broad indication of the growth in Canadian construction over the past 
half century.’ The quality and comprehensiveness of the data furnished by those 
surveyed have improved over the years but it cannot be assumed that the coverage 
is complete or that the returns are always of a uniform character. They are, 
however, generally satisfactory as a basis for developing reasonably reliable 
estimates. 

During recent years Statistics Canada has undertaken a more detailed annual 
census of some construction categories. This census will assist in the develop- 


1The estimates are based largely on the returns from the annual Capital and Repair 
Expenditures Survey conducted by Statistics Canada in co-operation with the Department of 
Industry, Trade and Commerce. This survey presently secures information initially each fall 
from some 24,000 establishments on their actual and anticipated construction expenditures. 
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ment of an overall measure of the volume of construction output. In the meantime 
it is providing more complete information on the various input factors which in 
turn yield better productivity data. Three categories have been covered to date 
under this annual construction census program, namely mechanical contracting, 
electrical contracting and highway, road, street and bridge contracting.” 


The Canadian Picture 


An annual estimate of the value of work performed on total construction in 
Canada has been made for each year starting in 1926. These annual estimates are 
presented in Table I.° They reveal how the industry has expanded throughout 
Canada particularly over the past 30 years. After fluctuating widely between one 
half and one billion dollars for most of the period from 1926 to 1945 the estimated 
annual value of all construction began to increase steadily after 1946. By 1956 the 
estimated annual level expressed in current dollars had quadrupled over the decade 
to six and one half billion. In 1966 it had risen to eleven billion and by the early 
1970s the annual figure was over 16 billion dollars. 

The total growth pattern over the years, presented in the top portion of Figure 1, 
appears at first glance to have been relatively smooth. On closer examination it is 
clear that there have been periods of comparatively slow and even negative growth 
and others of rapid expansion. These are indicated by the changes in the slope of 
the line in Figure 1, and in the annual indexes, based on 1961 equal to 100, in 
Table I. Negative rates of increase occurred during the early 1930s, in 1938, 1944 
and during 1959 and 1960. Conversely, there were increases averaging close to 25 
per cent annually in the late 1940s and high but less rapid rates in the mid-1950s, 
mid-1960s and again in 1971. The yearly increases since 1961, expressed in 
constant dollars, are significantly less than those expressed in current dollars, but 
these too have been substantial in most years except 1970. 

A more striking picture of the fluctuations that have occurred in construction 
activity is obtained from the year-to-year percentage changes in the estimated 
annual value of work performed. These yearly percentage changes from 1927 to 
1972 are included in Table I and presented graphically in the lower part of Figure 
1. The major depression influences of the thirties and the far-reaching wartime 
effects of the forties are clearly apparent as well as the continuing although less 
violent cyclical swings in more recent decades. 

The year-to-year fluctuations in construction activity as revealed by these 
estimates of annual value of work performed are more wide ranging than those 
which occur in most other sectors of the Canadian economy. Over the post World 
War II years, the year-to-year changes in value of construction using national 
accounts data have ranged between -0.8 per cent in 1960 and 24.6 per cent in 
1946. There have been nine years, moreover, out of the 26 in which the total! value 


2Cf. The Mechanical Contracting Industry, 1967, 1968, 1969 and 1970; The Electrical 
Contracting Industry, 1969 and 1970; and The Highway, Road, Street and Bridge Contracting 
Industry, 1970, Statistics Canada. 

3These estimates of the annual value of construction were first made in 1946. They were 
continued annually and later extended back to 1926. 
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TABLE I 


Total Construction Work Performed, Estimated Annual Value, 
Year-to-Year Percentage Change and Annual Index, Canada, 1926-1972. 


Estimated 
Annual Value Year-to-Year 
Current $ Change Annual Index 
Year (000,000,000) % (1961 = 100) 
SPO Teen tO pS cate Or eae a Bile aU whe 0.80 - 11.4 
SUCRE TS aero eC ed te eee ne 0.92 132 12.9 
Be Ree LAR a oth on i pohees atl hain 1.09 19.4 15.4 
eR ae is ec ca rete eaters 1.29 10.4 17.0 
Pers MN SOR REND 6. Beals. cw bved oe elS bee wel 1.08 =10:6 15.2 
Bee ee Nace ae oe si os a eve a ge 6 6's 8 ¥ 0.87 at hs pall 123 
ESD ie Re. Oe eel eae eS ey re 0.56 acter ts) 7.9 
Per Smee STEP Na ite INS anal a oui aad we 0.44 a2 S bez 
I ee oy Me ees ah ate (on as io ea ek aa 0.51 16.1 ibys 
ees i soe Ste ek hee eee 0.57 11.1 8.0 
MMR eer tenets hide a Shidiaha inves: age 6 airs 6 62 4 0.63 ites 8.9 
Ray tee es, eee ea Fea eee Os ODT 22.5 10.9 
Eo eee. es) et a Pala. oars fo oS ¢ 0.73 zoeo 10.3 
Rey Pe Be cit a piel a bbe We APs al w Ota: bs 0.75 oe) 10.6 
UNE Mile (0S dt AS eh a AI til, ea 0.86 14.2 ET 
ea roy SENT ie od, colle ite at 1.14 Soul 16.1 
a er ee ee ee 1.30 13.7 18.3 
IED 3c CSA ae ee oe ne 1.42 9.3 20.0 
ULE? 7 Se eee ear ae, Se ee de22 -14.0 Lijez 
VEECIS) 5) yes eRe PR ts Gar ee gaa gee Oe 1.26 3.5 17.8 
eed PME HET 80550 ale iss a. Gi Hie We andl kieadlenee 1.60 27.0 22.6 
CMUEETE SOO a eee etree ira eer ne amen ar gree 2.01 Piseg| 28.4 
EONS os, Tia at Jeg Mie telat ng A RY tor Brae 2.54 26.1 35.8 
RIGO es ne ee 2.93 15.6 41.4 
Ded EMER ae 3 fos wusiadeck Spsuiadv ion easton soba eos 3.28 11.8 46.3 
es 5 Pepe teseerr 3086, Rid a Gat shin BOI 3.86 17.5 54.4 
LIYE. oo pcpraees Fae Be a es ore OA gr Sane nearer 4.44 1523 62.7 
LS ASSP o\.. rk aa By lee ae SEAT ca eta 4.63 4.3 65.4 
ROSA ee Fo PS nhs Aaa dk eM Ae 4.80 SH] 67.8 
Ree een Seta, Loh Mee We a ee beaks. 5.60 16.5 79.0 
CNTR - 0 n p8t Saal Ge Al emg SDE Rar CSN ao Agr 6.54 16.8 92.3 
ie AMMEN te 83 vis coir) Succare: fede 8 ae Sh A 8.9 100.5 
Des PONE Coscia « Gks.b agenies Jere, enue. 2: 8 ee al 1.3 101.8 
Ne AN Hale ¥otailsts RB -aidha Yb otacatere 7.16 -0.8 101.0 
MES ae ee a a ee re ae eee ae 6.95 = 9 98.1 
EG PO ee, th, 2 een ar. oarrenne Seeare a" ote 7.09 1.9 100.0 
MES OPA rcseten See arias oat ar Pere oro eee are ae 7.34 3.6 103.6 
Reamer iat er. Goss cs teak, ahh ese RS deo ol ws Tate | 108.9 
LGA My steely 2 AS HAE, a ay 8.66 122 122 62. 
BO See ats GAD arte haw eee 9.93 14.6 140.1 
OPE rs BAO utdah gy as, as cdot atAawaahs sa 11.24 13.1 158.5 
tere. bt, SE Wh Eee oe. Ae 11.62 3.0 164.0 
PICS Oe. 550k ie anes ON sees Pees be we 12.21 5.1 17233 
PIO eRe eee. SEWER ee PLT 13.20 8.1 186.3 
De eee Ft Sees EE EA ORY WM, Ga ee, 13.78 4.4 194.5 
DOU ee rials. evs SIRNA a doctie a O Se ae Be Sheee 15.65 13.5 220.8 


Source: Construction in Canada and Historical Statistics of Canada, M. C. Urquhart and K.A.H. 
Buckley, p. 503. Siatistics Canada. 
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of new construction has exceeded that of the previous year by over 10 per cent and 
another seven years in which the increase has exceeded five per cent. The average 
year-to-year change was 8.2 per cent.* In non-durable manufacturing, on the other 
hand, the year-to-year change has ranged between 1.3 in 1967 and 8.2 per cent in 
1956 and in only nine years has it exceeded five per cent with an average 
year-to-year change over the 26 years of 4.4 per cent. Similarly the average 
year-to-year changes were 4.9 and 5.2 respectively in services and trade, with the 
highest year not exceeding 9.7 per cent in the case of services in 1946, and 11.4 
per cent in the case of trade in 1955. In durable manufacturing which is more 
directly affected by fluctuations in investment and construction activity the 
year-to-year changes have ranged from a low of -3.6 in 1954 to a high of 16.7 in 
1947 with an average over the 26 years of 6.5 per cent.° 

Since 1926 estimates of annual expenditures on new construction in residential 
and non-residential categories have been calculated by Statistics Canada as part of 
National Accounts. These data, set forth in Figure 2 and in Table II, do not include 
repair construction, as do those already presented covering the value of total 
construction work performed in the annual “Construction in Canada” series also 
going back to 1926.° The trend lines in Figure 2 each follow a generally similar 
pattern to that for the value of total construction in Figure 1 up to 1955. Since 
that year new non-residential construction has increased at a more rapid rate than 
new residential construction. 

The thinner lines in Figure 2 portray the trends in constant 1961 dollars. While 
subject to inherent measurement limitations’ these adjusted trends illustrate 
dramatically the sharp effect of inflation, particularly since 1965. They also provide 
a closer approximation of the actual changes in the volume of construction activity 
over the period. 

The year-to-year percentage changes in the estimated expenditure on new 
construction in Canada over the same period 1926-1971, are presented in the top 
portion A of Figure 3. Both year-to-year and longer-run fluctuations for all new 
construction show up more prominently in this figure than those for the estimated 
value of total construction shown in Figure 1. Even expenditures on new 


4When repairs and maintenance are included in the annual value of construction figures, as 
in Table I, the range in the year-to-year variations is still wider, namely from a low of —2.9 
per cent in 1960 to a high of 27 per cent in 1946. Using these more complete value data there 
were, moreover, 13 years or half of the total in which the year-to-year change exceeded 10 per 
cent. The average year-to-year change in all 26 years amounted to 10.7 per cent. 

SCf. Indexes of Real Domestic Product by Industry, 61,506 and 61,510 and Canadian 
Statistical Review, 11-003, August 1972, p. 28. “‘Services” as used in the text cover “total 
community, business and personal’’. 

6 The estimates covering new construction in both series are from the same source namely 
the Annual Capital and Repair Expenditures Survey. The National Accounts data include an 
additional item namely ‘‘transfer costs on the sales and purchases of existing fixed assets’. This 
latter item, which covers related land and machinery as well as the structures themselves, 
amounted to $23,000,000 in 1926, to $55,000,000 in 1946 and to approximately 
$600,000,000 in 1969, or around four to five per cent of the total. Aside from this relatively 
small amount, other related expenditures on land and machinery are not included in the 
estimates of construction activity in either the Annual Construction Survey series or in the 
National Accounts. 

7The Gross National Expenditure price deflator used here and in Figure 1 has been 
developed by Statistics Canada. Price deflators for construction expenditure and value series 
remain subject to imperfections and their use provides only an approximate measurement. Cf. 
Canadian Statistical Review, 11-003, November 1970, p. 4. 
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TABLE Il 


Estimated Annual Expenditures on New Residential, 
New Non-Residential and All New Construction, 
Canada, 1926 — 1971. 
$ (000,000,000) 


New Non-Residential 


New we 
Residential Public Private Total 
Current $ i 
Year Current $ 
Uhl, sve ae eg ape are 0.21 0.09 0.24 0.33 
ihe BOE AS aa 0.23 0.12 0.30 0.42 
Pe SNe aa ass Se be ws 0.25 0.14 0.42 0.56 
> serie. Pag: a 0.25 0.16 0.49 0.65 
UES IESUILY iM Se ee I ap ern 0.19 0.20 0.38 0.58 
ER cee ok ots sels es 0.16 0.16 0.27 0.43 
QI) Se oe a a ee 0.08 0.11 0.12 0523 
SURG pl he pret a ee 0.05 0.07 0.08 0.15 
CLE. 9a. stmedlaate aaa ai ie 0.08 0.09 0.09 0.18 
BS Mee Pent ahs Secbtlnikedcles 0.07 0.10 O12 0.22 
she So ee oni 58s oie 0.08 0.10 0.15 0.25 
EY! 7a ae eee 0.11 0.15 0.19 0.34 
PSSM cee isc ek 6 athe 0.11 0.14 0.17 0.31 
5 ee tats es be a hae 0.12 0.12 0.17 0.29 
det Me pera Rec alate stats ae a” of 0.12 0.08 0.21 0.29 
TOE Se ey Ca ee ae 0.16 0.08 0.29 O737 
ORONO Ree Geese haa oe es 0.13 0.07 0.33 0.40 
LEED A 5 cna aa ae 0.15 0.08 0.31 0.39 
USE CE SR Ree ee ene ee 0.25 0.07 0.26 0.33 
DOA Me Gila até o We «ace «6 0.36 0.12 0.26 0.38 
(lc E Ng a, sat A Er a 0.42 0.19 0.45 0.64 
Donets oT ss ees 0.46 0.25 0.61 0.86 
Ot Se i Ae a ee ae 0.66 0.35 0.83 1.18 
URI Ske er 0.80 0.40 0.93 1.33 
Mes SCM G ofc e Or we 56 sate 0.96 0.46 1.05 1.51 
ODM c ere ts OA es 0.84 0.57 1.30 1.87 
A? TUE Soe ae ee 0.95 0.71 159 2.28 
Me Me ete ola is ao a | ase 0.70 5 2.45 
NICS eee ee pa ea ae 1.41 0.78 1.68 2.46 
JURE Oh 0 ee, ae ae 1.79 0.86 1.86 25)2 
ORG, St En Aone eee 1.82 1.04 2.59 3.63 
LeU eee ee 1.67 1.21 3.10 4.31 
PME te a eee es ae es 2.09 1.26 2.81 4.07 
_ BEY Si epee 6s ee ne 2.14 1.36 2.60 3.96 
POEs i oi. i dicdaete Mats 1.80 1.42 2.59 4.01 
Aon ee ee 1.80 1.48 2.61 4.09 
MPRy Meares. er ia, | ee: See ee 1.86 1.68 ZiT 4.25 
ied et WMS Goes ie oa el Breas 1.97 1.76 2.76 4.52 
LETS) ORS Sopa SL Senn Ege vias 2.39 I lad 3.30 5.07 
Mh) AP ee 2.64 PON 3.84 5.99 
NIE), Geen geemeraeeirs Seay Serie airs 2.62 2.65 4.66 7.31 
NESS 29 SE A i hie RL 2.82 2.58 4.55 7al3 
TTS Ee OP a aaa earn Ne ae 32 2.59 4.55 7.14 
UTEP LS eee 3.86 2G 4.77 7.47 
PLU Recess ie ccd etn S62 2.82 5.38 8.20 
6a 0 eee ee ee 4.46 3:27 5.93 9.20 


Source: National Accounts, Statistics Canada. 
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construction expressed in 1961 constant dollars, which represent, as already noted, 
a better indication of physical volume of activity, reveal year-to-year fluctuations 
throughout most of the three decades as sharp as in Figure 1. This is partly due, of 
course, to the fact that the latter includes repair construction which tends over time 
to follow a more even path. 

The year-to-year fluctuations become even more pronounced in the case of new 
residential and new non-residential construction shown in B and C of Figure 3. In C 
estimated expenditures for public and private construction are also shown 
separately. It will be noted that, with few exceptions, the year-to-year changes have 
occurred simultaneously in each group of expenditures. Comparing non-residential 
expenditures as a whole in Figure 3C with those for residential construction in 
Figure 3B it is clear that the expansion of operations in one has served to offset the 
contraction of operations in the other in some years, for example in 1955 and 
1970. More frequently, however, both sets of construction expenditures moved in 
the same direction. This was particularly noticeable in 1956, 1962, 1964 and 1966. 

In the absence of any deliberate overall attempt to achieve more balanced annual 
construction operations one might expect the substantial variations in non- 
residential expenditures to continue from year to year. Many major projects falling 
in this category are of a one-time nature. Moreover, when economic conditions are 
favorable for some types of such construction they are likely to be favorable for all. 
The wide fluctuations that show up in Figure 3C are thus not too surprising. The 
situation is different in the case of residential construction. Particularly during 
recent years when public financing has become an important factor in home 
building and acquisition one might look for greater stability from year to year in 
this area. Housing construction has of course also been subject to changing 
economic conditions but the expanding requirements for homes have tended to 
follow a fairly steady pattern in line with the creation of new Canadian families.® 
The erratic nature of residential construction expenditures over the years, 
therefore, clearly suggests that some other influences have been at work as well as 
the availability of public financing and gradually expanding housing needs. 

Fortunately, as an aid in making more refined analyses, the estimated value of 
total construction work performed in Canada as a whole, derived from the annual 
survey of construction, began to be broken down further in 1953 into three major 
categories. These are residential building, non-residential building and engineering 
construction. The data in each case covering the 20 years from 1953 to 1972 are 
presented in Figure 4A. They will also be found in Table II. 

Construction work performed in each of these categories had an annual value in 
1953 and in 1954 of under two billion dollars. Engineering construction and 
residential building have increased in the meantime to annual levels of 6.9 and 5.2 
billion dollars respectively. Non-residential building has increased least rapidly over 
the two decades reaching an annual estimated value in 1972 of 4.3 billion dollars. 

It is also possible beginning in 1953 to trace the estimated annual levels of work 
performed, again in value terms, for each of the principal types of non-residential 


8The census count of the number of families in Canada increased from 4,143,000 in 1961 
to 5,071,000 in 1971. In recent years the annual increase has fallen off somewhat but over the 
decade it has been around 90,000 per year. 
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Figure 4 
ESTIMATED VALUE TOTAL CONSTRUCTION WORK 
PERFORMED, CANADA, 1953-1972 
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building and engineering construction. The relevant data are set forth in Table III. 
They are also charted for non-residential building in Figure 4B and for engineering 
construction in Figure 4C. In the case of the former, the estimated value of work 
performed on industrial building measured in current dollars has been less in most 
of the years covered than that on either commercial or institutional building. 
Moreover, the latter two types have shown a more rapid annual increase particularly 
over recent years. It will be seen too that until the early 1960s commercial 
exceeded institutional building. Since then the reverse has been the case in most 
years, due in large part to the greatly expanded public outlays for education and 
health facilities.’ 

In engineering the most rapid increase in the level of annual construction over the 
two decades has been in gas and oil. In 1953 the estimated value of this type of 
construction work was $250 million. In 1972 the annual level was estimated at $1.4 
billion, more than four times that of 20 years earlier. The increases in electric 
power, and highway and other transportation have also been substantial, with the 
total annual value of the latter structures running more than double that of each of 
the other two types of engineering construction throughout most of the period. 

When the year-to-year percentage changes in the estimated value of total 
construction work performed on residential and non-residential buildings are charted 
they reveal once again sharp and erratic fluctuations. These will be observed in 
Figure 5A. There was relatively little tendency for any significant offsetting effects 
among the various types of building over the years covered, namely 1954-1972. 
Equally violent annual fluctuations in engineering construction are evident in 
Figure 5B. 


Regional and Provincial Patterns 


Estimates of the annual value of total construction in each province have been 
compiled beginning in 1957 comparable to those already examined for Canada as a 
whole dating back to 1926. These provincial estimates summarized by region in 
Table IV and in Figure 6, indicate that throughout the 16 years covered, slightly 
more than one third of all construction work in Canada was performed in Ontario. 
Between one fifth and one quarter was undertaken in Quebec. Another fifth was 
located in the Prairie Region with the remaining fifth divided between British 
Columbia and the Atlantic Region on the basis in recent years of about three to 
two. 

The most rapid increase in the annual level of construction work performed over 
the period occurred in the Atlantic Region with a 269 per cent rise. This was over 
twice the 127 per cent increase in Ontario. A sharp expansion occurred in Quebec 
in 1964 and 1965 stimulated largely by Expo 1967. A decline followed this upsurge 


9In 1961 the estimated annual value of work performed on the construction of education 
facilities in Canada was $361 million. By 1966 the annual total had risen to $801 million. Since 
then the level has been maintained between $890 million in 1970 and $983 million in 1968. 
The comparable figures for hospitals were $154 million in 1961, $210 million in 1966 and 
rising to an estimated $334 million in 1972. Cf. Construction in Canada., op. Cit. 
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so that over the period as a whole, Quebec showed an increase of 110 per cent, the 
lowest among the regions. The Prairie Region and British Columbia, had gains of 
123 and 120 per cent respectively. In these regions as in Quebec the increase was 
lower than that of 130 per cent for Canada as a whole. Meanwhile striking 
differences in the rate of construction over the period occurred among the 
provinces within the Atlantic and Prairie Regions. Newfoundland and Prince 
Edward Island showed the largest gains with 540 and 319 per cent respectively over 
the 16 years from 1957 to 1972. They were followed by Nova Scotia, Alberta and 
Manitoba with gains of 210, 155 and 129 per cent respectively. The lowest 
increases occurred in New Brunswick with 95 per cent and Saskatchewan with 52 
per cent both of which were below the 110 per cent rise already noted in Quebec. 

The annual estimates of the value of work performed in total construction in 
each of the three major categories, namely residential building, non-residential 
building and engineering structures are presented for the Atlantic Region in Figure 
7 beginning in 1957. The same annual estimates are charted for each of the four 
Atlantic provinces in Figure 8, for Quebec and Ontario in Figure 9, for the Prairie 
Region in Figure 10, for each of the three Prairie provinces in Figure 11 and for 
British Columbia in Figure 12. 


Figure a2 
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Figure 8 continued 
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Figure 9 
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A comparison of these Figures reveals some striking similarities and differences 
among the provinces in trends in construction activity over the last decade and a 
half. The levels of activity in the three major construction categories were bunched 
most closely together in Ontario and Quebec, with each category representing 
approximately one third of the total work performed. The same situation prevailed 
in Nova Scotia until 1964. On the other hand the greatest divergence among the 
categories took place in Alberta and Saskatchewan throughout the period and in 
Newfoundland since 1968. 

Engineering construction occupied a much more prominent place in total 
construction than did residential and non-residential building throughout the whole 
period in all four western provinces and in New Brunswick. This was the situation 
also in Prince Edward Island until 1971 and has been the case in Nova Scotia since 
1966. 

Residential building was lowest among the construction categories in 
Saskatchewan throughout the period. It was lowest also in Manitoba until 1971, in 
New Brunswick from 1959 to 1970 and in Prince Edward Island until 1966. 

Non-residential building was in a middle position in most provinces. An exception 
to this occurred in British Columbia where non-residential building was the lowest 
of the three categories in most years. This reflected the rapid expansion of 
engineering construction in the primary industries and in utilities in this province 
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during the period. Residential building was also relatively more important than 
non-residential building in British Columbia over these years. Another exception is 
to be seen in Ontario where non-residential building occupied the highest position 
in seven out of the 16 years covered. The relatively important position of factory 
and commercial building in the economy of this province is mainly responsible for 
this situation. 

In the next series of Figures, 13-18, the regional and provincial year-to-year 
percentage changes, in the estimated value data just examined, are presented. These 
figures reveal several important points. First, sharp annual fluctuations occurred in 
all cases similar to those noted earlier for Canada as a whole in Figures 1, 3, and 5. 
Second, as before the fluctuations were more pronounced in each of the major 
categories than they were for total construction. Third, the year-to-year fluctua- 
tions in all three categories were about equally violent in all provinces during the 
period with the exception of Newfoundland and Prince Edward Island where the 
variations in residential and non-residential building were clearly more extreme than 
those covering engineering construction. Fourth, there appears to be a strong 
tendency towards more erratic fluctuations, the smaller the geographic area covered 
and the smaller the volume of annual construction operations involved. Conversely, 
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Figure 14 
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Figure 14 continued 
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Figure W5 
YEAR-TO-YEAR PERCENTAGE CHANGES ESTIMATED VALUE 
WORK PERFORMED TOTAL CONSTRUCTION AND MAJOR 
GATEGORIES, 1958-1972 
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just as some of the extreme fluctuations depicted in the regional charts are 
smoothed out in those for Canada as a whole, so those in the charts for separate 
Atlantic and Prairie provinces disappear in the corresponding regional figures. It will 
be observed, moreover, that the amplitudes of the year-to-year changes for Canada, 
do not exceed plus 25 or minus 19 per cent in any category during the years 
covered in Figures 1, 3 and 5S. Similarly in the five regions the amplitudes shown in 
Figures 13, 15, 16, and 18 do not exceed plus 41 or minus 35 per cent. In sharp 
contrast with these figures the amplitudes in some of the smaller provinces are 
much greater, notably plus 200 and minus 44 in Prince Edward Island. 


Finally, a fifth point to note, is that there were some instances where variations in 
one category of construction activity offset those in another. This occurred for 
example, during most of the 1960s in some of the Atlantic provinces and in 
Ontario. However, as was noted earlier for Canada as a whole, these were 
exceptional situations. In all other provinces residential and non-residential building 
tended to move simultaneously and there was little visible offsetting activity to 
expanding or contracting engineering construction in any part of the country. 
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Figune 17 
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Figure 17 continued 
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Figure 18 
YEAR-TO-YEAR PERCENTAGE CHANGES ESTIMATED VALUE 
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Seasonal Fluctuations 


The fluctuations examined above have all been of a year-to-year or cyclical 
character. The construction industry in Canada also experiences sharp seasonal 
swings in activity. These seasonal swings vary from one type of construction to 
another. Aside from those covering employment, given in chapter three below, the 
best available data for judging the extent of these variations are housing starts 
compiled each month by the Central Mortgage and Housing Corporation and also 
building permits issued monthly by municipal authorities and assembled by 
Statistics Canada. Monthly housing data are presented in Figure 19 and 20 and those 
for the three principal types of non-residential building in Figures 21, 22 and 23. 
Some data are also assembled by Statistics Canada and by Canadata, a division of 
Southam Business Publications in Toronto, on engineering contracts but these are 
not sufficiently representative or complete to provide significant statistical 
information on seasonal swings of activity on this construction category. 

The amplitude of the seasonal fluctuations in housing starts as will be noted in 
Figure 19 has clearly narrowed over the past decade. This has resulted mainly from 
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concentrated efforts by governments and by the construction industry to increase 
winter employment.* ° 

Earlier monthly non-residential building permit data are not available but it will 
be seen from those for 1971 in Figures 21-23, that the most pronounced seasonal 
fluctuations occurred in that year in commercial building. Substantial monthly 
changes also occurred in industrial and institutional building. In each of these 
charts, the total monthly values of all building permits of under $250,000 and of 
those over this amount are also shown. It must be kept in mind that these data 
cover only the value of building permits issued each month. They do not provide 
estimates of the value of work actually performed or of expenditures incurred as 
examined earlier. Nevertheless it is of interest to note that the seasonal fluctuations 
in the total value of permits issued for smaller sized buildings are substantially less 
than that for larger sized undertakings. This is particularly so in the case of 
industrial building in Figure 21, and institutional, including government, building in 
Figure 23. 

It should be noted that the monthly peaks for total permits are sharply affected 
by some single building projects. In August 1971, for example, a commercial 
building permit was issued valued at close to $50 million. Similarly in January an 
industrial permit for $27 million and in July and August institutional permits for 
$11 and $12 million respectively were issued. With appropriate advance planning, 
work on such undertakings today continues throughout the full 12 months of each 
year. Thus in these cases the dates on which permits are issued, have little if any 
direct bearing on the extent of the actual seasonal operations involved. This rela- 
tionship does not apply to medium-sized or small buildings which require less than 
a year to complete although as in all cases the date of the issuance of the permits 
and that of the commencement of operations are not always the same. 

The principal conclusion from an examination of these 1971 monthly building 
permit data, looked at from the standpoint of their likely effects on seasonal 
fluctuations in construction operations, is that it is the medium-sized projects 
valued between $250,000 and say $1,000,000 which appear to be most in need of 
attention. The situation, in this respect may change, however, over time. 

Seasonal fluctuations in construction activity vary also from one area of Canada 
to another. They tend to be greatest in those parts of the country where the winters 
are most severe. Ironically, though, frost conditions particularly in wet and swampy 
areas favor some types of winter work. Moreover, improved building techniques 
including plastic shelters have greatly reduced the hardships and hazards of cold 
weather construction.*' 


10puring the 1950s the Canada Department of Labour and the National Employment 
Service in co-operation with other federal and provincial government agencies, employer 
organizations and unions initiated an annual Winter Work Campaign. This contained several 
features. One of the first was the ‘Why Wait for Spring? Do it Now! ” widely publicized 
appeal begun in 1954. The Municipal Winter Works Incentive Program was added in 1958 and 
the $500 Winter House Building Bonus in 1963. Cf. Canada, Department of Labour, The 
Impact of Winter on the Canadian Worker, Ottawa, Queen’s Printer, 1965. 

11Cf, “Winter Construction” by C. R. Crocker, Building Research in Canada, National 
Research Council, Ottawa, December 1955. 
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Figure 20 
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SOURCE: New Residential Construction in Canada, Statistics Canada 
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Figure 20 continued 
MONTHLY DWELLING STARTS BY TYPES, 1971 
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Figure 20 continued 
MONTHLY DWELLING STARTS BY TYPES, 1971 
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chapter three 


IMPACT OF CONSTRUCTION 
INSTABILITY 


The extensive fluctuations that occur from year to year and from season to season 
in construction operations in Canada have many far reaching consequences. In 
human terms the first and most obvious of these is their impact on employment. 
This part thus begins with an examination of employment patterns in the industry. 
This is followed by a review of developments in collective organization and 
bargaining and of the effects of instability on the functioning of labor markets, 
wage rates and earnings. This leads to an analysis of the growth and operation of 
contracting firms including their profit and loss position. The discussion then turns 
to technological innovations and trends in productivity. Finally, changes in 
construction prices and costs are explored and the effects of these on the industry 
itself and on the economy. 


Employment — Annual Changes 


Estimates of employment in most industries are secured monthly by Statistics 
Canada from establishments throughout the country. From these estimates, annual 
indexes of employment in construction have been compiled beginning in 1947, and 
using the year 1961 equal to 100. These, and similar annual indexes for the 
composite of all industries surveyed, and for this composite less construction, are 
presented in the upper portion of Figure 24. The variations in these annual indexes 
over the full 25-year period have clearly been much more pronounced in 
construction employment than in the other two series. 

The year-to-year percentage changes in the employment indexes are traced out in 
the lower part of Figure 24. These reveal in an even more striking fashion the much 
sharper peaks and valleys in construction work in Canada over the past quarter of a 
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Figure “24 
ANNUAL EMPLOYMENT INDEXES AND YEAR-TO- 
YEAR PERCENTAGE CHANGES CONSTRUCTION 
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Statistics Canada 
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century than have occurred generally in the economy. It is clear too that while 
extreme fluctuations in construction employment have taken place less frequently 
since 1959 than earlier, their amplitude in recent years has become greater relative 
to that in other industries. Over the full period the average year-to-year percentage 
change in construction employment was 6.1. The corresponding percentage for the 
industrial composite was 2.9 while that for the industrial composite less 
construction was only 2.5. 

These same annual indexes of employment in construction and in the industrial 
composite are shown also in Figure 25 along with those for each of the other 
industries covered in the monthly survey. With the single exception of forestry it is 
clear that employment in construction followed a much less even course over the 
15 years included in this chart than it did in the other sectors of the econo- 
my.’ The steadiest growth pattern was in finance,? followed by trade, 
transportation® and services. The first two, and notably the last of these four 
industries, also had the most rapid expansion in employment. The work force in 
services in fact more than doubled over the 15 years from an index of 92 in 
1957 to 186 in 1971.4 Construction and forestry are actually the only two 
industries shown in Figure 25 in which employment was not steadily increasing. 

The annual changes in construction employment measured by both the monthly 
establishment and household surveys over the years for which estimates are 
available, can be seen in Table V. The paid worker estimates from the Labour Force 
Survey in the third column are roughly similar to those based on the establishment 
surveys in the second column with peaks occurring in both series in 1966, 1969 and 
1972. While these annual changes have been taking place, the estimates based on 
each survey have remained fairly steady over the past 8 years, between 349,000 and 
380,000 in column 2 and between 385,000 and 418,000 in column 3. In forestry, 
on the other hand, there has been a downward trend in the average annual level of 
employment since 1956.° Downward trends in the working force in agriculture,® 
fishing and trapping’ which had begun earlier also continued during these years. 

The average annual level of unemployment in construction is also included in 
Table V, beginning in 1953. The estimates in this case are from a special tabulation 
by Statistics Canada. They indicate a peak of close to 100,000 in 1961 or 21 
per cent of the estimated total labor force in the industry. In the economy as a 
whole the unemployment rate during that year was 7.1 while in the economy less 


1 Agriculture, fishing and trapping, public administration, non-commercial services and small 
firms with under 20 employees are not included in the monthly Employment and Payrolls 
Survey. Cf. Table V below, footnote b. 

2 Includes insurance and real estate. 

3 Includes communications and other utilities. 

4The increase was most rapid during the past 10 years from an estimated total number 
employed of 200,000 in 1961 to 379,000 in 1971. 

SIn 1956 the annual level was estimated at 118,000; in 1971 it was 72,000. Cf. The Labour 
Force, 75-001, Statistics Canada. 

6 The peak in the agricultural working force in Canada estimated at 1,500,000 was reached 
in the summer of 1939. Cf. Labor in Canadian Agriculture, by author, Harvard University Press, 
1960 p. 10. 

7The estimated average annual labor force in fishing and trapping rose during the postwar 
years from 27,000 in 1946 to 30,000 in 1950 the first full year Newfoundland was part of 
Canada. The figure fell to 15,000 in 1959, rose to 26,000 in 1964 and again in 1966, and stood 
at 22,000 in 1971. Cf. The Labour Force, op. cit. 
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TABLE V 
Employment and Unemployment in the Construction Industry, Canada, 1942 - 1972 


(000 
Labor Force© 
Employed 
Estimated Self 
Employees Employees Employed 
in based on and 
Year Larger All Unpaid Total Number Total 
Reporting Reporting Paid Family Number Un- Labor 
Units Unitsb Workers Workers Employed employedd Force 
W942. 3 x 165 
7 See 161 
1944 .... 132 
Te Pore 141 
1946.... 168 TS3 56 209 
1947 °3..°0: 200 167 68 235 
1946S ee <-. 221 202 65 267 
1949 .... 231 227, 68 295 
BOS O's oc ois 235 238 70 308 
19510. oF... PHI? 253 71 324 
1952 357.544: 231 252 62 314 
1953500255. 231 262 60 322 33 355 
Et See 221 249 62 311 $1 362 
1985 9 ee <3 232 278 64 342 51 393 
PRONG oe a 266 318 64 382 42 424 
POST Foe oe 192 340 66 406 62 468 
158402 2% 169 332 65 397 92 489 
T9S9R.. 45% 175 340 73 413 83 496 
1960). 170 323 64 387 97 484 
EO OU Pr ts ons 168 292 307 69 376 99 475 
VO G2ipiere yen 177 305 321 qf? 393 719 472 
I 0% eR 181 306 333 7) 406 73 479 
$964 0s 193 323 334 76 410 60 470 
1965 <b. (ous 221 357 385 78 463 53 516 
[966 Us". 244 380 418 81 499 51 $50 
LO GTenet) 5. 233 363 396 719 475 $9 534 
1968. =. .5 - 228 361 390 80 470 68 538 
LOGOS. tt. 2204 37, 396 86 482 62 544 
170 Ge. 218 366 389 82 471 85 Sale 
Lb an 221° 368f 412 83 495 85 580 
: he pe Se 209° 340f 415 86 501 88 589 


4Annual figures are averages of monthly data from the Statistics Canada Employment and 
Payrolls Survey of reporting units having 20 or more employees. There were approximately 
45,000 reporting units in 1972 covered by the monthly Survey with employees totalling around 
3,900,000 during the summer of that year. Some 4,900 of these reporting units were in the 
construction industry with employees as shown in the table estimated at 211,000 in 1972. It 
should be noted that the 1948 Standard Industrial Classification is used for the years 1942 to 
1956 inclusive while the 1960 Standard Industrial Classification is used for the years 1957 to 
1970. Some transfers of reporting units between industries were made due to changes in the 
revised ‘Standard Industrial Classification. As a result a substantial reduction occurred in 
construction. Thus, without these changes the index for construction in 1957 and in 
subsequent years would have been significantly higher for the year and for each month. 

bThese annual estimates are compiled from the total employment data presented in column 
one from all establishments with 20 or more employees plus information secured from a sample 
survey of small establishments with 19 or less employees. In the case of construction some 
3,800 establishments were included in this sample survey in 1972. The estimates are not 
available prior to 1961. For the economy as a whole estimates of employees are based on these 
two sources plus data on fishing and trapping, public administration and non-commercial 
services. Non-agricultural employees totalled around 6,500,000 in 1972. Cf. Estimates of 
Employees by Provinces and Industry, 1961-68, February 1971, Statistics Canada. 

CThe Labour Force Survey based on a monthly sample of some 30,000 households covers 
everyone attached to the industry. This explains in large part the higher annual figures than 
those based on the Employment and Payroll Surveys. There are also some classification 
differences between the Labour Force and the Employment and Payrolls Surveys — cf. 
Comparison of Labour Force Survey and Estimates of Employees Paid Workers Series, Working 
Paper, August 1970, Statistics Canada. 

The estimates of numbers unemployed are not available before 1953. From that year to 
1960 the original estimates were based on the 1948 Standard Industrial Classification. 
Adjustments in the figures for these years have been made to conform with those for more 
recent years, based on the revised 1960 Standard Industrial Classification. 

Preliminary. 

Provisional estimates based on the same relationship between columns 1 and 2 in these two 
years as that which existed during the five years 1966 to 1970. 

Sources: Employment and Average Weekly Wages and Salaries, The Labour Force and 
special tabulations, Statistics Canada. 
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construction it was 6.1. The estimated average number unemployed in construction 
had dropped by 1966 to 51,000 or to 9.3 per cent of the labor force in the industry. 
This compared with a rate of 3.6 in the economy and 3.1 in all sectors less 
construction. The level of unemployment in construction was back up to 85,000 
five years later in 1971 and to 106,000 during the first half of 1972. The rates of 
construction unemployment were 14.7 and 18.7 respectively, again much larger 
than those for the economy, namely 6.4 and 7.0.° 


Employment — Seasonal Variations 


The fluctuations from year to year in construction employment in Canada follow 
an irregular pattern. Those of a seasonal nature are, on the other hand, highly 
regular. The only significant change, apparent in Figure 26, that has occurred since 
1950 in the persistent pattern of monthly employment has been a narrowing of the 
amplitude between the summer high and the winter low beginning in the late fifties. 
This change resulted primarily from the annual Winter Work Campaign introduced 
during the decade and continued with several additional features over a 10-year 
period. 

This trend towards less seasonality in construction employment shows up more 
clearly in Figure 27 although the indexes in this case are plotted on a semi-log 
rather than on a regular arithmetic scale. The amplitude of the annual employment 
pattern (or the difference in index points between the summer high in construction 
employment and the winter low) in 1957 was 67. In 1961 the amplitude had 
dropped to 41, in 1966 it was 37 while in 1971 it was 34. There had been a 
dramatic reduction in the amplitude particularly during the late fifties and early 
sixties. Nevertheless the seasonal pattern of construction employment in Canada 
remained pronounced and the problems associated with the large number of 
workers involved continued to be of critical importance in the economy. 

The monthly employment changes in other industries over recent years are also 
portrayed in Figure 27. Except in forestry where the numbers employed are much 
smaller, 72,000 on average in 1971 compared with 495,000 in construction, the 
seasonal fluctuations were not nearly as large in the other sectors.” These vary all 
the way from finance, where typically little monthly change occurred, to services 
where employment regularly peaked during the summer holiday months. The 
patterns for manufacturing, trade, transportation, and mining fell in between. In 
manufacturing a definite dip has occurred in recent years in July due to annual 
model change-overs, mainly in automobiles, and to the closing of some plants for 
extended summer vacations. This slackening in factory work during the summer, 
and the pre-Christmas build-up of employment in trade late in the year, have 
tended to offset higher mid-year employment in service and in most other 
industries. 


8The unemployment rates for the economy less construction during these same periods 
were 5.8 and 6.1 respectively. 

9In agriculture and fisheries the seasonal employment swings are also pronounced. In 1972 
the peak labor force estimate in agriculture was 578,000 in July. The low, in February, was 
415,000. In fisheries and trapping the corresponding figures were 32,000 in June and July and 
17,000 in February. 
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Employment — Weeks per Year and Earnings 


Insecurity of employment has always been a hard fact of life for most 
construction workers in Canada. It has not been possible, however, until recently to 
determine in a comprehensive manner the magnitude of the fluctuations in 
employment each year in the building and other trades. The development of broad 
pension and other social security programs has provided the type of information 
needed. A Data Base consisting of a two per cent sample of all adults with social 
security numbers in Canada has recently been compiled by the Unemployment 
Insurance Commission and the Department of National Revenue from insurance 
contribution and income tax records. From this Data Base estimates have been 
made of the average number of weeks of employment and average weekly and 
annual earnings of all major groups of workers in the construction industry in 1966 
and 1968,'° 

It has been estimated from this sample survey that 368,000 persons worked in 
insurable categories in the construction industry in 1966 and 362,000 in 1968.'! 
Assuming that a contribution week for unemployment insurance purposes is a 
reasonably close approximation of a week of employment,'? as is done in Table VI, 
these data indicate that construction employees worked an average of 39 weeks in 
1966 and 36 weeks in 1968."* 

The average annual and weekly earnings for these same construction workers are 
also given in Table VI. These are gross employment earnings in each case estimated 
from income tax returns before any deductions were made.'* For Canada as a 
whole the annual employment earnings of construction workers increased from 
1966 to 1968 by $400 even though the average length of yearly employment was 
three weeks less. Annual earnings averaged $5,200 in 1968 while weekly earnings 
were $142. Comparable current figures would be substantially higher as a result of 
high wage rate increases in the meantime.'° 

Employment and earnings estimates are also given in Table VI for each of the five 
major Canadian regions. The estimated number of workers in the construction 
industry declined in Quebec and British Columbia from 1966 to 1968 while 


10Similar sample survey data are being compiled for more recent years. 

11jn 1966 all salaried workers earning over $105 per week were excluded from 
unemployment insurance coverage. On June 30, 1968, the maximum limit was raised to $150 
per week. Persons paid on an hourly basis, on the other hand, were all included in categories 
covered under the program. 

124 week is counted as a “contribution week’’ for unemployment insurance purposes even 
though those contributing do not work a full week. This tendency to over state employment is 
partially at least offset by any time worked for which contributions are not made. Cf. Table VI, 
footnote b. 

13 All employees who contribute to unemployment insurance are registered annually 
usually in June and July. When this registration is made each worker is classified by occupation 
and industry and this classification is maintained until the next annual registration. Some 
workers classified in the construction industry during the course of a year would work in other 
industries and vice versa. For purposes of the estimates made here no allowance is made fo! 
such mobility. In net terms it is not likely to be large in most parts of the country. 

14The tabulations in this case were carried out mechanically by computer, matching the 
relevant data for the same individuals for their weeks of unemployment insurance 
contributions and their annual employment earnings through the use of their social insurance 

numbers without revealing the identity of those involved. 


15 Cf, page 52. 
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increases occurred in the other three regions. The longest average length of 
employment in each year was in Ontario with just over 41 and 38 weeks 
respectively. The shortest was in the Atlantic Region with 37 weeks in 1966 and 34 
weeks in 1968. The lowest average annual and weekly earnings in both years were 
in the Atlantic Region. Quebec had the second lowest in each case in both years 
with the exception of average weekly earnings in 1968 when the average in Quebec 
of $142 was higher than that in the Atlantic and the Prairie Regions. 

Estimates comparable to those covering all construction workers in Table VI can 
be made for each of the principal occupation groups in which the total number 
involved permit reasonably reliable statistical results. This has been done in Table 
VII. Laborers comprised by far the largest single group in both years covered with 
more than 25 per cent of the total, followed in 1968 by carpenters, electricians and 
plumbers. 

The average number of weeks of employment differs widely among these various 
occupational groups. In 1966, service workers, painters, laborers, truck drivers and 
boilermakers had the shortest average periods, all with under 38 weeks per year. In 
1968 most of these five groups dropped to 32 weeks and five more groups now had 
38 weeks or under in that year, namely carpenters, plasterers, machine operators, 
bricklayers and cement workers. Plumbers, sheet metal workers, crane operators, 
clerical workers, electricians and general foremen, on the other hand, all had an 


average of 42 weeks or more in 1966 and 39 or more in 1968. 
The estimated average annual and weekly gross earnings of each of these principal 


occupational groups in the construction industry in Canada are also given in Table 
VII for 1966 and 1968. Increases in average weekly earnings occurred, over the two 
year period, in each of the individual groups included in the table. There were 
higher average annual earnings also in all groups with the exception of boilermakers 
and service workers whose estimated average annual earnings had declined by some 
$100 and $200 respectively in 1968. General foremen and plumbers, obtained the 
largest two year gain amounting to $1,000 and $700 respectively. Their annual 
earnings reached estimated average totals in 1968 of $7,900 for foremen and 
$6,800 for plumbers. These two along with electricians with $6,500 received the 
highest employment earnings as reported in their income tax returns that year. 
Crane operators, however, received among the highest average weekly earnings, 
namely $178, along with $184 for general foremen and boilermakers. 

Similar estimates for each of the largest occupational groups have been developed 
from the same source for the provinces. These are presented on a regional basis in 
Tables VIII-XII for 1968. The patterns, as one would expect, follow much the 
same course both for average weeks of employment per year and for average 
earnings as those for Canada as a whole. These are, however, significant variations. 
In the Atlantic Region for example, it will be noted in Table VIII, that the 
estimated average weeks of employment for laborers falls to 28 weeks or just over 
half a year with annual earnings reported of only $2,500. This reflects a large 
number of short time workers in construction many of whom are engaged in other 
industries, notably agriculture, fishing and forestry at other times of the year. 
Plasterers and painters in Quebec had on average, an even shorter work year in 1968 
with only 25 and 26 weeks respectively but with somewhat higher annual earnings 
of $3,900 and $3,800. 
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TABLE VIII 


Estimated Employees in the Construction Industry 
Contributing to Unemployment Insurance, 
their Average Weeks of Employment, 
Annual and Weekly Earnings by Principal 
Occupational Groups, Atlantic Region, 1968. 
ee ee a RE a ere 


: Number Average Average Average 
“a ae of Weeks of Annual Weekly 
Employees Employment Earnings Earnings 
$ $ 
PRAWOLGES gee oe eee ee. ones ie soe 11,700 28 2,500 87 
BAL DeHCtSo se eet hate 5. oy eee 7,500 35 3,700 106 
Machine Operators ;..°.......:. 2,400 35 4,400 127 
Reuters fee. ee. cy ee 1,600 35 3,100 89 
Peumiborgen on... fees. te ee 1,500 42 5,300 126 
SleticnlaWorkers oo ch e . o 1,500 42 3,800 91 
PAICCICIONS coh crete foe ees Sow os oi 1,500 34 4,500 132 
MTOR TIVETS et Mae. Go ke a eee 1,300 35 3,900 112 
PCMIAVElS? oi ., Me. a OO RE. 1,200 36 4,300 119 
GeneralForemen ..5........0.. 900 41 5,700 139 
SR MICMMW OLKELS.. Ul Seietles <x gee eee teins 700 32 2,600 91 
Pe ees een ran ieee twee? 200d 1) 37+ 5 625453005 Pegi 
ne er, ia ee eel rca 39,000 34 3,600 107 


4Includes an estimated 500 plasterers, 400 sheet metal workers, 300 cement workers and 
300 crane operators. 


Source and interpretation of data, see Tables VI and VII. 


TABLE IX 


Estimated Employees in the Construction Industry Contributing to Unemployment 
Insurance, their Average Weeks of Employment, Annual and Weekly Earnings by 
Principal Occupational Groups, Quebec, 1968. 


Average Average Average 

Occupational Number of Weeks of Annual Weekly 

Group Employees Employment Earnings Earnings 

$ 

PADOTENS et aletitaes Ms msen § vic 27,000 32 4,000 127 
Se ATO ni hin kes ce b 14,000 34 4,900 145 
EUSA hhh lee ial is lead a earn 7,400 41 6,400 156 
PeRTICUANISMIINe. An toes. ats biel ck 7,200 39 5,800 149 
CALC ME NTAV ETS Mie! resoncad onesie ies 4 4,600 34 4,500 131 
Ree ee ESM a ec eka oc els Ge 4,300 26 3,800 142 
MaCIIIG ODETAIOTS 44045. vce 3,700 38 6,200 161 
Glerteal Workers)... oo 8 3,600 41 4,200 101 
Sheet Metal Workers .......... 2,600 38 5,400 142 
RETGLAVETS nos p tee Sip is aie ee, we 2,400 33 5,100 1S] 
General Foremen............. 2,000 38 7,000 185 
IGSIeTOLS ity HU MEE. Sic tein & 1,500 25 3,900 155 
Be AK OL Soe oo ceed i te, 1,000 a2 4,600 142 
COMENnL WOIKE!S sc ieous sss es 1,000 33 4,800 144 
ReINICEEWOIKELS fini ose sia ie «> 700 31 3,700 a, 
Sera ee Be yah. cis Y the 13,000 37 5,500 148 
ASSES Uhh es ror Seat eek ac 96,000 50 4,900 142 


4Includes an estimated 200 crane operators, 200 stationary engineers and 50 glass, stone 
and clay workers. 


Source and interpretation of data, see Table VI and VII. 
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TABLE X 


Estimated Employees in the Construction Industry Contributing to Unemployment 
Insurance, their Average Weeks of Employment, Annual and Weekly Earnings by 
Principal Occupational Groups, Ontario, 1968. 


Average Average Average 
Occupational Number of Weeks of Annual Weekly 
Group Employees Employment Earnings Earnings 
$ $ 

= Sees. 2 Se A eee SS eee SS eS eee 
Laboretsts..2.. oe tes. oe ee 38,000 36 4,600 128 
Carpenters... ees eee 15,000 39 6,000 154 
Electricians 3 4.2. BGG vices ee 9,300 43 7,000 165 
Plumberse.as cn eee oo ee ee 8,400 43 7,300 169 
Bricklayers 40-4) fe es ss oe 6,900 38 6,000 156 
Painters. = 20 a. ote ae sie ake os 5,600 35 4,600 134 
Clerical Workers’ inteae). ce oe 5,000 40 4,200 103 
Machine Operatorsi; 2.23... -© 4,800 43 6,600 153 
Truck Drivers. Ge see ee 4,500 38 5,000 132 
Sheet Metal Workers .......... 3,700 44 6,300 143 
Plasterers.) 6 da eee cae on 3,300 39 6,600 168 
General Foremen...........-- 2,800 40 7,300 183 
Cement Workers 4ag se on exc oe 1,600 41 5,500 134 
Botlermakerse. =.t4e so ss 1,500 She) 6,700 188 
Service Workers «2605s ees os 800 34 3,700 108 
Othierss ete ee es 15,800 37 6,100 163 
Total ret 2! oo Sea 127,000 38 5,600 146 


Alncludes an estimated 500 crane operators, 50 stationary engineers, and 50 glass, stone, 
and clay workers. 


Source and interpretation of data, see Tables VI and VII. 


TABLE XI 


Estimated Employees in the Construction Industry Contributing to Unemployment 
Insurance, their Average Weeks of Employment, Annual and Weekly Earnings by 
Principal Occupational Groups, Prairie Region, 1968. 


Average Average Average 
Occupational Number of Weeks of Annual Weekly 
Group Employees Employment Earnings Earnings 
$ $ 
eT Fe 8 Oe A ee ee ee ee ee 
Laborers. 3 tee eter ee ie ie 17,000 33 3,600 110 
Garoentersen . Cie ese 7,200 38 5,400 142 
Machine.Operatorsi a es 5,700 34 4,900 146 
Electricians 422. seo ee eee 4,300 42 6,600 159 
Plumbers: &.... eee eee 3,000 44 7,000 157 
Painters c.ic8 Soe aee e cs 2,400 35 4,500 128 
Truck: Driversateeeie ce ee ee 2,000 38 5,000 134 
Clerical. Workers. gk ee ae 1,700 39 3,600 93 
Sheet Metal Workers .......... 1,500 43 5,800 134 
Plasterers ce.c5 os cece es eke hee 1,500 37 5,200 143 
General Foremen ............. 1,400 40 8,600 216 
Bricklayers) sore ee 1,200 40 5,700 142 
Service. WOLKers).. tusune ere eee 1,000 32 2,400 74 
Cement Workers. 2.55 5 ics tee 800 40 6,500 165 
BoilermakerSeus cet-at sotcesdteat eon 700 30 6,600 218 
Other®9ae. 2 2. COR Ae 8,600 38 6,000 160 
Total jhe see iten hk ee ee cae 60,000 37 5,100 139 


RA akan EEL Sette AS a ea RG a GP Me” eer ne Rp ee a er ee 
4Includes an estimated 400 crane operators. 
Source and interpretation of data, see Tables VI and VII. 
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TABLE XIl 


Estimated Employees in the Construction Industry Contributing to Unemployment 
Insurance, their Average Weeks of Employment, Annual and Weekly Earnings by 
Principal Occupational Groups, British Columbia, 1968. 


Average Average Average 
Occupational Number of Weeks of Annual Weekly 
Group Employees Employment Earnings Earnings 
$ $ 
PADOLETS St Sane Se Ss SO 9,300 34 4,900 145 
Pape nice Suac ewe lint etd < chdace. 7,300 35 5,600 162 
EIS SAE IPSS S ae 2,700 37 7,600 202 
PiiInucrses oe Oe 2 ae es Se ae 2,700 40 6,900 PZ 
Machine Operators............ 2,400 37 7,800 DAG 
EAC LITIVOLS ©. a ots <5: uns ons oF 98 1,600 32 5,700 teh 
Pat GlS es oh A ok one a bs se < s 1,400 36 5,300 149 
Glerical Workers 5-76. as 1,200 45 5,200 114 
OMe ia Cels toe es whee lk 1,100 31 6,400 208 
CA IR ESET Te Ege ee n  e 900 35 5,600 159 
la Ae ae a ae 800 37 6,100 165 
ROMO Ge re oN cfs sos oo es 8,600 aS, 6,100 175 


BINS abet oer ets ce 5 hee Sian es 40,000 36 5,900 167 


aincludes an estimated 550 sheet metal workers, 500 general foremen and 400 service workers. 
Source and interpretation of data, see Tables VI and VII. 


On the other hand, plumbers in the Atlantic Region and Quebec with averages of 
42 and 41 weeks shared the longest periods of yearly employment with clerical 
workers. The plumbers annual earnings of $5,300 and $6,400 respectively were, 
moreover, among the highest in these two and the other three regions. They were in 
fact only exceeded or equalled by general foremen, except in British Columbia 
where they were less than those of both machine operators and electricians.'°® 


Employment — Building Tradesmen Outside Construction 


The average weeks of employment and average earnings presented above, it 
should be noted, cover only those building trades and members of other 
occupational groups who work in the construction industry. Large numbers of 
other building tradesmen work elsewhere, notably transportation, manufacturing, 
and the utilities. Fortunately it has been possible, again with the aid of the 
computor, to develop similar estimates for these persons in each of the principal 
building trades who work elsewhere in the economy. These estimates are set forth 
in Table XIII. Aside from the figure for laborers which is understandably large, it 
will be seen comparing these figures with those in Table VII, that slightly more 
electricians, sheet metal workers and boilermakers were employed outside 
construction than inside the industry. In the case of some other skilled groups, 
notably crane operators, stationary engineers and glass, stone and clay workers, 
there were actually many more employed outside construction. 

In nearly all cases the average weeks of employment for those working outside 
construction were higher than for those in the industry. This reflected the generally 


16The relatively low rate for plumbers in British Columbia reflected a five year collective 
agreement which did not expire until 1969. 
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greater employment stability elsewhere in the economy. Average annual and weekly 
earnings, on the other hand, tended to be less in most cases outside than inside the 
construction industry. 


Employment — Under and Over 40 Weeks per Year 


A breakdown of those employed in the construction industry for under and over 
40 weeks in 1968 has been compiled on a provincial, regional and national basis and 
presented in Table XIV. This table also includes estimates of annual earnings for 
each of these groups and for all construction workers. It is estimated that only 
slightly more than half of all construction workers in Canada in 1968 were 
employed for 40 weeks or more or for approximately nine months or more. 
Ontario had the highest record in this regard with 58 per cent working a minimum 
of 40 weeks. Newfoundland and New Brunswick, on the other hand, had the lowest 
with only 36 per cent falling into this category. 

Another striking feature of the table is the difference between the estimated 
average annual earnings of those who were employed under 40 weeks or nine 
months in 1968, and those who worked for a longer period that year. For Canada 
the figures were $3,500 and $6,300 respectively. The contrast was even more 
marked in Nova Scotia, New Brunswick and Prince Edward Island. Even in the case 
of those working 40 weeks and over the average annual earnings of $4,700 in the 
Atlantic provinces were substantially less than those of $7,500 in British Columbia. 

It has also been possible to compile estimates similar to those in Table XIV for 
major types of construction. These are set forth in Table XV. They reveal that 
those working in trade contracting, who numbered close to one half of all 
construction workers in 1968, had a higher level of annual employment on the 
average than those in the other types covered. Of these workers, 57 per cent were 
employed in that year for 40 weeks and over. In residential construction, the 
second largest group, less than one half worked for 40 weeks or more in 1968. Their 
estimated average annual earnings were also less, $4,800 compared with $5,300 for 
those engaged in trade contracting work. 

The data obtained from the Unemployment Insurance-National Revenue sample 
survey permit estimates to be made also of the distribution by weeks of 
employment of those in each occupational group. This distribution is presented 
graphically for 1966 and 1968 in Figures 28 and 29 for the same occupational 
groups as those included earlier in Table VII. 

To simplify the analysis and the visual presentation in these charts the year is 
divided into 13 equal four week intervals. Since everyone covered contributed to 
unemployment insurance for at least one week per year, 100 per cent of each 
occupational groups shown as employed in the shortest interval namely one to four 
weeks. All members of some groups, notably plumbers and sheet metal workers 
were also employed for four to eight weeks and the latter in 1968 for eight to 
12 weeks. Generally, though, as the time intervals lengthened the percentage of 
the members employed in each group dropped. Thus the higher the line on the 
chart, the greater the degree of employment stability enjoyed on average by the 
workers in the group concerned. 
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Sheet metal workers had the best overall employment record in Canada of all 
groups in 1968. They were replaced by plumbers in this respect in 1968. Painters 
and laborers on the other hand had the shortest average employment in both years. 
On closer examination it will be seen that in 1966 sheet metal workers, general 
foremen and electricians had over half of their numbers employed for 49 weeks or 
more. Two years later, clerical workers only were in this category. In fact in that 
year 50 per cent of all construction workers in Canada, it is estimated, had less 
than 37 to 40 weeks of employment.’ ” 

The distribution by weeks of employment in 1968 similar to that for Canada is 
charted for each of the principal construction occupational groups in the five 
regions in Figures 30 to 34. As in the Figures for Canada as a whole, the lines for 
each occupational group created a fan-like picture in all regions with the spread 
most pronounced in the Atlantic Provinces and Quebec. 

Plumbers and sheet metal workers again enjoyed on average the greatest 
employment security of all occupational groups in the construction industry in 
all regions. In Ontario they were joined in this respect by machine operators and 
electricians. Those with the least employment security in 1968 varied among the 
regions with laborers, truck drivers and painters most frequently falling into this 
category. 

Besides portraying in a rather striking fashion the relative degrees of employment 
security of each occupational group within and between regions, these charts each 
contain a heavy black line showing the position of all construction workers. The 
location of this line on each of the regional charts, is significantly higher in the 
Ontario, the Prairie Region and British Columbia charts than in those for the other 
two regions. This average-weeks-of-employment line for all occupations did not fall 
below 50 per cent in Ontario until the 45 to 48 weeks period was reached. In the 
Prairie Region and British Columbia it dropped below 50 per cent in the 41 to 44 
weeks period. This same level, on the other hand, was reached in the Atlantic 
Region and Quebec in the 37 to 40 weeks period. 


Employment — Industrial Comparison 


The position of construction workers with respect to the length of their annual 
employment is generally inferior to that of those employed in other sectors of the 
economy except in most primary industries. The situation which prevailed in 1968 
can be seen in Table XVI based on estimates derived once again from the 
Unemployment Insurance-National Revenue sample survey. On average, con- 
struction workers contributing to unemployment insurance in that year were 
employed seven weeks less than those in manufacturing, mining and finance. On the 
other hand construction workers in general had somewhat more employment in 
1968 than farm workers and significantly more than those engaged in forestry, 
fishing and trapping. In terms of annual earnings those contributing to un- 
employment insurance during the year in the construction industry fared better on 


17The average estimated length of employment in 1968, as shown in Table VI, was 36 weeks. 


64 CONSTRUCTION AND INFLATION 


IA 81921 88S -3DYNOS 


fe 6 BV -SV ie — Noire Oi ZS Qe els c&—6¢ Spe Se Og-—Z) Ol—ep Ch= | S-GS i=L 
Ssusuogqe, — — 
S49} UIE x x 
SUSAIUG YONUL = ee 
Ssio},uodue) xX--— —xK — 
SUSYIOM BIIAUIS Yr—-—V 
SUOJEUIdO sulUuDe,_Z o--——o 


SUOIJEUNDIO | |\f¥ 
SUdAP] YD!1ugG o——o 
SUIQUN|jJ o== 
SUEIDIU}D9|4 ——— 
USWSIO4 |eu9UID 8 


S96L “NOIOSY SILNVILV 
AYLSNGNI NOILONYLSNOO “SdNOYD WNOILVdNDDO 


IWdIONIYd NI LNSAWAOTIdWSA SAO SYSSM APD NOILANGIYISIC 
O€ eunbi4 


OOL 


°lo 


65 


IMPACT OF CONSTRUCTION INSTABILITY 


IA e198) 88S -3DYNOS 


SYOOM 
cS- 67 SvV-SV DV-IV Ov-ZEe QE-EEL ce-60 8c—-Ge Vo-le Oc -Zb OL-€L col- 6 8-GS v—-| 
O -.2S-6% 
10 6'9- ,8V-SY., S49491S5Eld Salewieicley) ———— 
fo l'L - ,2S-6%, SUaIUIEd :3LON SUD LUI CY X x 


SUSYIOM JUDWID -——4 


SUSYHEWUS|1OG e——__—+e 


SUDAIUG YONA eeeeees ° 
Susilo Que DX ae 
SUDAIOM DDIAUIS Y-———V 
SuojeuedO sulyse-: a-———a 


SUdu91Se|Jd —~ 
suoizednd50 |IV 
Ss 4aAb| 491 4g O——o 
SUSQUIN| 4 qa am am 

SUE! DIN}II{J 
SUdYUOM JCdUIIDA A 
UIWIIO4 | CUIUS9D e— 
SU9YUOM JELIW }99US-——— 


on 8961 ‘OSGSNO 
AYNLSNGNI NOILONYLSNOD ‘SdNOYS TWNOILVdNDDO 


TWdIDNIYd NI LNSAWAOTIdWS SO SHSASM Ad NOILADIYLSIOC 
OOL Le ounbi4 


°/o 


CONSTRUCTION AND INFLATION 


66 


SYHIOM IA 81984 aS :3DyHNOS 
Z2S- 67 8r-Sr vy ly Ov-—ZE QE-€€ ZE-62 8Z—-Sz ve-Lz OZ-ZL QL-€l Z1-6 8-S v-L 


suauoqe] — ——— 
Sudyuled & nM 
SUIYIOM PUBWID J+ 
SUSYEWI3|1|0G e——e 
SUDAIUG YONUL +s ee eee 


SJojUSdIeDxX<—— = 
SUSYJOM SIAU9S Y—-——YV 
SuoyeusdO suUIuUDeWo---—o 


S49U9]SE| 4 e———— 

SUOILEdNDIO IV 

SsJoAC SG) o———) 

\ SUSQUWN| «mm me om 
SUBIDIU1 59/9 

SUDYIOM [ed UdaID A A 

\ UdW 9404 |CUSUSS) g——2 


5 ee feToni esis a 
— Mee 8961 ‘OINVLNO 


AYLSNONI NOILONYLSNOD “SdNOYSD TWWNO!ILVdNDDO 


AVdIONIYd NI LNAWAOIdWS 3SO SYSSM AG NOILNGIYMLSIC 
ze ounbi4 


OOL 
°/o 


67 


IMPACT OF CONSTRUCTION INSTABILITY 


Sh = Sly 


VvV— LV 


OV Ze 


0 -ubS-6%, 


SYIOM 
QE-EE Gms Sc-Se ViGaa kG OGar4L 


S4ayeWs2|i0g -3LON 


S96L ‘NOIOSY SIYIVYd 


IA 21921 eS :3DHNOS 


Clee cl-6 8-G 


ANLSNGNI NOILONYLSNOD “SdNOYSD WWNOILVdNDDO 
TWWd IONIYd NI LNSWAOTIdWS 4O SYSSEM Ad NOILNGIYLSIC 


ee ounbi4 


SEE WEG Si am) ae 

Shot Ulta eae 
SUIYIOM USW2D k—b 
SUSYEWI9|1|0G O———® 
SJEYMISIGL Sela, Co9oc oo c 
SuoUoGseaeX = 


SUSYJOM BI1AUaS Yrma—V 
suozyeusdO sUIuUDeZ: O-———a 
SUQU91SE| Gd ———_——- 

SUOITEdNDIO IIV 
SIEYNE| Se] C$ =O) 


SUSqQUN|J ———= 
SUBIDIU}I9|9 

SUdYIOM JEDIU2IO A A 

UdWd404 |euIU95 e—s 


v-1 


CONSTRUCTION AND INFLATION 


68 


ten IA 81981 88S :3DHNOS 
eS 6Y 8r-aY yr ly Ov—LE QE-€€ ZE- 62 8z-Sz vez oz-Zt Sie ZL-6 c yl 
b*, susloge| ———— 
Suay}Uleg X——X 


SUSYCWI9|1OG e——— 
SUIDAIIGQ YONUL eeseeee 
Suo}UsdueD X--— x 
SuojTeuedO SsuIud.e,| o-———o 
SU9U91SC|G— 
SUOILEANDIO  |IV 
SusAe| YD!|UG O———O 
SUIQUWN| em exe ame 

; SUBIDIU}I9/9 
“6:  -“SASIOM, LED Ia75 A> A 


B96L ‘VIGWNIOCD HSILIYNG 
AYMLSNGNI NOILONYLSNOD ‘SdNOYD WNOILVdNDDO 
TVdIONIYd NI LNSWAOIdWS 3O SWSSM AG NOILNGEIYLSIC 


pe eunbig 


O6 


OOL 
°/o 


69 


INSTABILITY 


IMPACT OF CONSTRUCTION 


average it is estimated than those in manufacturing and in all other categories 
except mining and transportation. These averages, it must be emphasized, cover only 
those who contributed to unemployment insurance in 1968. An indication of the 
numbers who did not contribute, consisting essentially of salaried employees 
receiving over $105 per week up to June 29, 1968 and over $150 per week on and 
after June 30 of that year and of other specific categories excluded by legislation 
and regulation, may be obtained from comparing columns one and two in Table 
XV. The excluded workers were particularly large in agriculture, services and public 
administration. 


TABLE XVI 


Estimated Contributors to Unemployment Insurance, their Average 
Weeks of Employment and Annual Earnings by Industries, Canada, 1968. 


Total Average Annual 

Tetete Labor Contrib- Weeks of Average 

y Force@ utors Employment Earnings 

(000) (000) $ 

Apricultute 255. s7 <r 4 Mrs os Are ea 557 39 34 2,700 
POLestl yt cto dpeecee ee ae Ree eee ls 97 TH 30 3,800 
Fishing and Trapping ............ 28 31 23 1,700 
Mines‘and Oil Wellso). 7. 8240 fade te oe 124 99 43 5,800 
Manufactiringy 07.448 tease. S 1,839 1,435 43 4,800 
Construction: ace ciate 6 ee oa ee 538 362 36 5,200 
Transport and Communication ...... 704 429 41 5,200 
Atte Maes: See FOr oe Se ere 1,304 785 40 3,600 
Finance, Insurance and Real Estate .... 333 188 43 3,700 
Business and Service Industries ...... 1,883 548 39 3,000 
Public Administration and Defence.... 475 147 38 4,100 
Urispecifiecs es. 0m wie gir etait or os 135 13359 20 2,600 
TOVALS es eet ase ke kee 8,019¢ 5,475 35 3,800 


4Average for each month in 1968. 

The contributors to unemployment insurance in the case of fishing also include own 
account workers and employers. The number no doubt contains some included for labor force 
purposes, in agriculture, forestry and other industries. 

Includes armed services. 


Source: The Labour Force, Statistics Canada and Unemployment Insurance-National 
Revenue Data Base, See Table VI. 


The overall impression left from this analysis is that for most workers in the 
construction industry employment is highly irregular, relatively short in number of 
weeks per year, and widely varied in terms of annual earnings from the many on the 
one hand with little attachment to the industry to the relatively few on the other 
hand who enjoy a high level of job security. Clearly the instability that has long 
characterized construction in Canada has had important human and economic 
consequences in terms of employment and related earnings. There have been other 
ways in which this same instability has had an economic and a social impact. One of 
these is in the changing pattern of wage rates in construction and elsewhere in the 
economy. 
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Wages — Annual Index of Hourly Rates 


The long-term trend in wage rates in the construction industry is presented in 
Figure 35. Over the 30-odd years since 1939 the annual index of hourly rates for 
construction, as compiled by the Canada Department of Labour and based on 1961 
equal to 100, has increased from 28 to 170. Over the same period the annual index 
of hourly rates in manufacturing and in all industries covered by the annual Canada 
Department of Labour wage survey increased by about the same amount. It will be 
seen, however, from Figure 35 that wage rates in manufacturing and in all industries 
rose more rapidly than did those in construction in most years before 1961. The 
reverse has been the case since that time. 

The annual rate of increase in these three series has been highly uneven over the 
three decades. Sharp and frequent fluctuations have occurred. These become 
apparent when year-to-year percentage changes in the indexes are charted. This has 
been done also in Figure 35. During the early 1940s wage rates increased sharply 
rising in manufacturing by 10 per cent from 1940 to 1941. Output in this industry 
was greatly stepped up, due to the wartime defence and related requirements. After 
the wage controls, introduced in 1941, took effect the annual increases fell to less 
than four per cent in manufacturing and to less than two per cent in construction. 
Sharp yearly increases again occurred in the immediate post war period. These ran 
to more than 13 per cent per year. They fell off in 1948 and 1949 only to rise 
rapidly once more to more than 13 per cent in 1951 following the Korean Crisis in 
1950. They were back to less than three per cent in 1954 and 1955. The construction 
boom of 1956 was a principal factor in a further upward movement but this time 
the level reached was just under six per cent in manufacturing and just over six in 
construction. Since then there have been further fluctuations but these have been 
clearly less pronounced than in the earlier decades. It is significant, however, to 
note that the year-to-year changes in this more recent period, unlike those during 
the previous 20 years have been much sharper in construction than in manu- 
facturing and in the industrial composite. 

It will be noted that the year-to-year percentage changes in the consumer price 
index, also shown in Figure 35, follow a similar course to that of those in wage 
rates. Throughout the period of over 30 years there were only two in which the 
consumer price index declined, namely 1939 and 1953. On the other hand the 
increases in 1947 and 1948 were particularly sharp. They reached a level of 15 per 
cent giving rise to the appointment of a Royal Commission on Prices.'* Since the 
1948 peak of 15 per cent and a lower one of 11 per cent three years later the 
year-to-year changes in the consumer price index have been more moderate. They 
have not been significantly less in all recent years than those in average wage rates 
in construction, manufacturing and the industrial composite. 

Over the 10 years from 1961 to 1971 the wage rate index in construction rose by 
124 per cent. This compares with 33 per cent in the consumer price index which 
means that real wages in construction over the decade rose by 68.4 per cent. Over 
the same period, wages in the manufacture of durable goods increased by just over 


18¢f, Report of the Royal Commission on Prices, King’s Printer, Ottawa, Vol. 11, 1949, 
pp. 171 - 187. 
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50 per cent, while those in the industrial composite less construction rose by 80 per 
cent. Real wages in these two categories hence rose by 12.8 and 35.3 per cent 
respectively over the 10 years or by much less than those in construction. 

Data are also available covering basic union hourly wage rates in individual 
building trades since 1961 in 14 separate areas across Canada. These data covering 
some 12 construction trades, are presented for 1961, 1965 and 1972 in each of 
these areas and as a Canadian composite for all of them in Table XVII. In all trades 
wage rates in the 14 areas taken as a whole more than doubled between 1961 and 
1972 with the largest percentage increases occurring in the case of laborers, 
reinforcing steel erectors, heavy equipment operators and crane operators. 

The increases in basic wage rates were not only much smaller but had less 
dispersion among them during the first half than during the second half of the 
11 year period. In 1966 the indexes for all areas combined, based on 1961 equal to 
100, ranged between 122 and 134. By 1972, when they had risen to an average of 
228, the lowest index was 200 and the highest was 250. During the first four years, 
1961 to 1965, the weighted index rose annually on the average by 4.2 per cent 
while during the last four years, 1968 to 1972, the annual increase averaged 10.6 
per cent, rising to 12.8 in 1970 and then declining to 9.4 in 19721°. 

It will be noted in Table XVII that over the 10 years from 1961 to 1971 the 
weighted index for all these basic union rates, representing as they do by far the 
largest part of organized construction workers in Canada, increased from 100 to 
208. Meanwhile, as indicated above, the general wage rate index compiled annually 
by the Canada Department of Labour increased to 224. Since the latter covers all 
workers in the industry this comparison suggests that wage rates on the average for 
non-organized workers in construction may have risen more rapidly during the 
1960s in Canada than they did for union members in the industry.” ° 

Since 1961 the largest increases in union construction wage rates have occurred 
on average in the Ottawa, Saint John and Hamilton areas. The indexes in these 
three areas have increased over the 11 years by 164, 159, and 151 respectively. 
Conversely the smallest increases have been in the St. John’s, Regina and Winnipeg 
areas, ranging from 90 per cent in the capital area of Newfoundland to 107 per cent 
and 115 per cent in the similar areas of Saskatchewan and Manitoba. 

Among the individual trades, laborers received least in money wages in all areas, 
with the lowest hourly rate in 1972 paid in St. John’s of $2.83 and the highest in 
Windsor of $5.55. On the other hand, partly because of the low level of wages paid 
in 1961 to laborers and to some other groups with relatively few skills, they received 
the highest percentage increases over the period. In Saint John, for example, by 1972 
the rates for laborers and reinforced steel erectors had risen by 225 and 219 per 
cent respectively. Similarly those of cement finishers in Halifax increased by 226 
per cent and heavy equipment operators in Ottawa by 251 per cent. 

The highest construction wages in 1972 were paid in Hamilton with eight of the 
12 trades, included in Table XVII, receiving $7.00 or more per hour; in Toronto 
with four; and in Windsor and Vancouver with two in each case in this category. 


19Cf. Construction Price Statistics, 62-066, Feb. 1973, Statistics Canada, p. 8. 
20Cf. Inflation, Unemployment and Incomes Policy, Prices and Incomes Commission, p. 51 
and Appendix B, p. 20. 
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Electricians, crane operators, plumbers, sheet metal workers, and structural steel 
erectors were among the top wage earners in all areas. Of the 14 areas the lowest 
rates in 1972 were paid in St. John’s, ranging from $2.83 per hour for laborers to 
$4.66 for electricians; in Saint John from $3.57 for laborers to $5.53 for electricians; 
in Halifax from $3.89 for laborers to $5.45 for cement finishers, structural steel 
erectors and bricklayers; in Quebec from $4.30 for laborers to $5.32 for structural 
steel erectors; in Montreal also from $4.30 for laborers to $5.65 for electricians and 
plumbers; in Winnipeg from $3.93 for laborers to $6.00 for plumbers; in Regina 
from $3.36 for laborers to $5.65 for structural steel erectors; in Edmonton from 
$4.44 for laborers to $6.34 for electricians and in Calgary from $4.36 for laborers 
to $6.34 for electricians. 


Wages — Weekly 


The trends in average weekly wages and salaries for construction workers, for the 
industrial composite, and for the industrial composite less construction, are 
presented in Figure 36 over the years 1945 to 1971. In construction average weekly 
wages and salaries have risen from $31 in 1945 to $188 in 1971, or by 507 per cent 
over the 26 years. 

As noted earlier in the case of wage rates, weekly wages and salaries in other 
industries were on average higher than those in construction. In 1945 they stood at 
$32 or one dollar a week more than in construction. By 1971 they had risen to 
$138, which in that year was $50 less than the average weekly earnings in 
construction. 

Several important factors have affected the level of weekly earnings in 
construction. These in turn help to explain the much larger increase in construction 
earnings compared with those in most other sectors of the economy. One of these 
has been the generally strong demand for construction since 1945 compared with 
the previous 15 years when construction, aside from wartime necessity, was 
virtually at a standstill. This acted as a depressant on the industry, and at the same 
time created a large backlog of demand. Moreover, under the post war conditions it 
became relatively easy for any increased labor and other costs to be passed on by 
construction contractors to their clients. 

A new and important development, examined more fully below, has been the 
increased level of skills in the industry which has accompanied far-reaching 
technological changes. In several building trades the typical worker today is a more 
highly qualified technician than was his counterpart in 1945. 

A third element has been the not unnatural insistence, in the face of accelerating 
prices, other inflationary forces and the continuing disruptions caused by seasonal 
and longer-run employment insecurity in construction, on higher wage rates and 
weekly earnings to offset anticipated short falls in both annual employment and 
earnings. 

Related to all of these factors has been the ability of unions especially where their 
strength and co-ordinated action were superior to that of their employers to gain an 
advantage in collective bargaining. The developments in this respect are also 
examined in more detail below. 
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Business Organizations, Sales and Profits 


There has been a rapid increase in the number of business establishments in the 
construction industry particularly since 1952. In that year, it will be noted in Figure 
37, there were just over 2,400 construction firms in Canada reporting to the 
Department of National Revenue. Eighteen years later the number had risen to, 
or on average by, nearly 1,000 additional corporations per year. 

While this rapid expansion in the industry was taking place numerous bank- 
ruptcies were occurring each year.*’ Although in most years the demand for 
construction was strong leading to the creation of new business ventures, there were 
also high risks involved arising in large part from instability in construction 
operations. During years when construction demand slackened somewhat the toll in 
bankruptcies increased, notably in 1960, 1962-63, and 1970, as will be seen in 
Figure 37B. 

Annual data on total sales of construction corporations first became available in 
1953. Here again the trend as will be noted in Figure 37C has been steadily up, 
although the annual rate of increase has been clearly less than that for the numbers 
of firms. 

In any volatile industry profits cannot be expected to follow a steady course. The 
fact that construction is no exception in this respect is illustrated in Figure 37D in 
the case of net annual profits before tax and profits as a percentage of sales. 

The year-to-year changes in the number of corporations, bankruptcies, annual 
sales and net profits, are set forth in Figure 38. It is not surprising that the 
fluctuations have been much more marked in the case of profits and bankruptcies 
than in the number of corporations and in their annual sales. While the changes in 
the number of firms and in sales have both tended to level off in recent years, 
profits continued to show sharp increases, notably from 1964 when net profits 
before taxes as a percentage of total sales was 1.6 per cent, to 1968 when this ratio 
had increased to four per cent. In 1969 it remained at 3.9 per cent and then 
dropped in 1970 to 2.5 per cent. 


Collective Bargaining — Trends 


Several key factors have influenced collective bargaining in construction in 
Canada during recent years. Some of these have been of an external character while 
others have operated essentially from within the industry. Excessive and often 
prolonged demand pressures have been of dominant importance among the former 
in many local and regional construction market situations. Those pressures, all too 
frequently associated with the sharp peaks and valleys in construction operations 
noted earlier made it easier during years of rapid expansion for unions to put 
forward and maintain strong bargaining positions and more difficult for contractors 
to resist them successfully. In the absence of any concerted and sustained effort to 
remove these underlying and deeply disturbing market conditions it was not 


21The average number of bankruptcies per year from 1961 to 1971 in construction in 
Canada was 540. In manufacturing where the total number of incorporated firms is somewhat 
greater, the average number was 313. 
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surprising that the excesses they begot fanned the already mounting inflationary 
flames, not only within the construction industry but elsewhere in the economy.”” 

Within the industry a number of developments have affected the nature and 
course of collective bargaining in Canada over the past decade. Some of these 
internal factors have centered around workers and their unions or around 
employees and their associations or lack of associations. Others have sprung from 
collective bargaining proceedures themselves while still others have been the result 
of legislative action which has stemmed mainly from internal developments. 

One of the most significant of these developments has been the growth in 
membership of the principal worker organizations. After falling off from an 
estimated total of 154,000 in 1961 to 144,000 in 1962, union membership in the 
building trades in the construction industry in Canada appears to have increased to 
250,000 in 1972. This expansion in union organization more than kept pace with 
the increase in paid workers in the industry; thus, in 1961, 50 per cent of all 
construction workers were organized. Eleven years later the corresponding 
percentage had risen to 62.7° 

The years of most rapid expansion in union membership in the construction 
industry over the past decade were 1965 and 1966. In each of these years, it will be 
seen in Table XVIII, over 20,000 new members were added. These were also the 
years as noted earlier of sharpest increase in construction operations during the 
sixties. All individual unions were not expanding, however, at the same pace. Those 
with the fastest growth were sheet metal workers, electricians, operating engineers 
and plumbers. In the first two cases membership listed in construction has more 
than doubled over the past decade. On the other hand several other unions have 
shown little expansion. Among these are the carpenters, plasterers and lathers. As a 
consequence the relative size of the building trades unions listed in 1971 in Table 
XIX has in several cases changed sharply from that in 1961. 

Union security provisions in collective agreements covering the building trades 
have changed little over recent years although they have at times given rise to 
serious worker employer difficulties during agreement negotiations and at other 
times. These difficulties have centered around the extent to which unions are able 
to influence the numbers and quality of the workers supplied on specific jobs. 
Various forms of union shop arrangements, the Rand formula, and hiring with 
preference given to union members, are the most common forms of union security. 
The hiring halls operated by the unions and recognized in many construction 
collective agreements, have long played an important part in manning arrangements 
in the industry. The need for a closer link between these hiring halls and the Canada 
Manpower Offices and for greater joint union, contractor government participation 
in all aspects of manpower training, placement and utilization are becoming more 
widely accepted. 


22Cf. Appendix D. 

230. Union Growth in Canada, 1921-1967; and Industrial and Geographical Distribution 
of Union Membership in Canada, 1968-1971, Canada Department of Labour and The Labour 
Force, Statistics Canada. Paid workers in these Department of Labour studies, it should be 
noted, are for January of each year, roughly corresponding to the annual union membership 
survey date. 
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Jurisdictional disputes between unions have been among the most stubborn 
problems facing the construction industry. They have disturbing consequences not 
only for the workers involved but for contractors and others who may in fact be 
relatively innocent bystanders.** Some progress in resolving the basic problems 
involved has been achieved through improved administrative machinery for dealing 
with such disputes. Meanwhile, however, technological advances have posed new 
jurisdictional problems between crafts which are jointly affected by them. 


The duration of collective agreements became an important factor in influencing 
some union demands for increases in wages and other benefits during the late 
sixties. Two notable examples of this were five year agreements negotiated by the 
plumbers in British Columbia and by the pipe-line welders in the Prairies and 
Ontario. In each case, what appeared to be reasonable increases in wage rates when 
the settlements were made in the mid-sixties proved to be much less than those 
obtained two or three years later by other bargaining groups in the industry. 
Consequently strong pressures developed among the members before these 
agreements came to an end to obtain large increases, not only as a catch up, but 
also to protect themselves in the expectation of further substantial increases in the 
future. These longer agreements made in good faith by both parties were pioneer 
steps in bringing about greater stability both in labor-management relations and 
more generally in the industry. They would have achieved more, however, had they 
been backed up by appropriate action on the part of other unions and employers in 
the industry and by public bodies. 


On the employer side, the most important development affecting collective 
bargaining has been a deliberate move towards more coordinated and unified action 
on both a sector and area basis. This action has been instigated by the contractors 
largely in response to a recognition that stronger bargaining power on their part is 
required to meet the well organized strength of the unions. As a result new 
employer agencies have been established in several provinces. These include 
Construction Labour Relations Associations in British Columbia and in Ontario, 
and similar bodies in other provinces. All of these have as their expressed purpose 
careful development of their bargaining positions and work towards a common 
approach throughout all sectors of the industry. These steps are being accompanied 
by a trend towards bargaining on a broader area basis, a move supported 
increasingly by both contractors and unions throughout the country. 


Steps taken by a number of provincial governments to establish procedures for 
certifying employers associations for bargaining purposes in the construction 
industry have served in some instances to stimulate and support efforts by 
contractors to strengthen their bargaining position. Action in this respect has gone 
farthest in Quebec, where provincial-wide bargaining is now required by statute on 
the part of construction employer associations and union federations.? ° 


24Cf. Construction Labour Relations by H. Carl Goldenberg and John H. G. Crispo, 
Canadian Construction Association, 1968, especially ‘Jurisdictional Disputes” by Gérard Dion, 
pp. 333-375. 

25Cf. Construction Industry Labour Relations Act, Province of Quebec, February 1969. 
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Both employer and union bodies have also been giving more co-ordinated 
attention to industrial relations and associated problems on a national basis. The 
Canadian Construction Association, which has had since 1919 a Labor Relations 
Committee, named a full time staff member in 1958 to deal with these matters. 
Also in 1960 the Industrial Contractors Association of Canada was formed. This 
body serves in some respects as a counterpart of a similar national organization in 
the United States. The senior representatives in Canada of the international building 
trades unions had for many years an informal body known as the “Roadmen’s” 
group. This body was formally recognized by the international headquarters of all 
the unions in 1968 and adopted the new name, Advisory Board for the Building 
Trades in Canada. In 1971 this Board established an office with a full-time secretary 
in Ottawa. 

On a sector basis within the industry, some important steps have also been taken 
during recent years to bring about a fuller understanding of labor and related 
matters by employers. The Mechanical Contractors Association of Canada has made 
substantial progress in this respect. Working closely with the United Association of 
Journeymen and Apprentices of the Plumbing and Pipefitting Industry of the 
United States and Canada, a Joint National Policy Committee was established in 
1968. This Committee meets regularly four times each year to discuss common 
manpower, training, industrial relations and related problems. 


Collective Bargaining — Extent of Union Organization 


There are no overall data yet which might shed light on the extent to which 
collective bargaining in construction in Canada has affected weekly hours of work 
and relative earnings of organized compared with non-organized employees of the 
industry. An attempt to gain some understanding of the respective positions of the 
two groups was made by the Prices and Incomes Commission in 1971 in 
co-operation with Statistics Canada. This consisted of matching the monthly 
Employment Survey returns from construction firms during March of that year 
with those from the same firms included in the annual Construction Industry 
Survey. The number of firms covered, their employees and the percentage of the 
latter who were members of unions are given in Table XX, for each of several 
categories of both general and trade contractors. In all cases, except general 
highway contractors, the proportion of union employees was substantially higher 
than non-union. It will also be noted that in all cases the numbers of firms with 
either 80 per cent or more of their employees in unions on the one hand, or with 
less than 20 per cent on the other, were much greater than those falling within any 
or all of the intermediate deciles. Thus it appears reasonable to use as the criteria 
for organized firms those with 50 per cent or more of their employees in unions. 

Using this test, union membership in March 1971, in terms of employees, was 
highest in the mechanical and bricklaying trade contracting branches of the 
industry with 96 per cent and 92 per cent respectively. Of the other trades included 
in Table XX it was lowest in carpentry with only 52 per cent organized followed by 
excavating with 62 per cent. 
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Average weekly hours of work were somewhat higher in the non-union than in 
the union building and other engineering general contractors establishments, as will 
be noted in Table XXI. On the other hand no distinct difference showed up in most 
of the trade contractor categories except in the case of carpentry and painting 
where non-union hours appeared to be clearly higher. A much more striking 
contrast showed up between the average union and non-union earnings also set 
forth in Table XXI. The spread was greatest in the case of building general 
contractors where union firms paid wages averaging $47 more per week and $1.50 
more per hour in March 1971 than did non-union firms. In the case of some trade 
contractors, however, notably those engaged in excavating work, higher hourly and 
weekly wages were paid on average by the non-union than by the union firms 
reporting. In this case, though, it should be observed that the total number of firms 
included in the survey was only 14. 

A regional breakdown of these general and trade contractors is presented in Table 
XXII. In each case the number of firms, employees and average hourly earnings are 
shown separately for union and non-union firms. The number of firms included in 
the survey was not sufficient to permit a reliable comparison in all cases, notably 
for trade contractors in British Columbia. However, the data do reveal that 
elsewhere in Canada over 80 per cent of all trade contractors were organized in 
1971. In Quebec the proportion of union firms was even higher; amounting to 98 
per cent for trade contractors included in the survey and 97 per cent for general 
contractors. In British Columbia the proportion of general contractors organized 
was 84 per cent, in Ontario it was 57 per cent while in the Prairie and Atlantic 
Regions the corresponding percentages dropped to 34 and 22 respectively. In all 
cases average hourly earnings in March 1971 were higher in union than in non-union 
firms with the spread between the two greatest in British Columbia and in Ontario 
and least in Quebec. Average hourly earnings were higher also in trade contracting 
than in general contracting in all cases except in the non-union firms in the Atlantic 
Region. Once again the wide variations in regional earnings stand out, ranging from 
$2.69 per hour in non-union trade contracting in the Atlantic Region to $6.30 in 
union general contracting in British Columbia. 

By examining the returns of these same firms one year earlier it has been possible 
to obtain an impression of the changes that occurred during this interval in average 
hourly earnings. All firms it will be seen in Table XXIII, recorded increases over the 
year from March 1970 to March 1971 ranging from an average of 39¢ to 84¢ per 
hour and from 12 to 26 per cent. In the case of the general contractors both the 
absolute and percentage increases over the year were greater for non-union firms in 
the building and other engineering contracting categories and the specialized 
electrical contracting. The reverse was true in the other groups included. 

The timing of these large increases in earnings coincided, as was seen earlier, with 
a further stepped up demand for construction in several areas of the country and 
with the renewal of collective agreements providing in some cases for large catch-up 
amounts in wage rates and fringe benefits.*° The increases in the level of negotiated 
wage settlements had a direct impact on non-union wage patterns in areas where 


26See Wages, p. 71. 
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construction labor markets were tight, although with limited information presently 
available it is not possible to trace the extent of this influence. On the other hand 
where construction activity had fallen off and particularly in the presence of large 
numbers of unemployed building tradesmen, changes in union contracts had much 
less effect on non-union wages and working conditions. In fact in these 
circumstances there is a tendency for non-union firms to become more dominant in 
construction labor markets.7”’ In any event it is clear that both union and 
non-union firms are much more sharply affected by the uneven demand pressures 
on the whole industry than they are by major differences in the actions of each 
other. 


Collective Bargaining — General Observations 


Some general observations can be made based on this examination of recent 
developments in collective bargaining in the construction industry in Canada. First, 
unions especially since 1966 have managed to advance their position successfully 
compared with earlier years and in comparison with other groups in the economy. 
Employers have realized that their position in bargaining has been relatively weak 
and requires substantial strengthening through better collective organization and 
appreciation of the basic issues involved. Clients, governments and the public have 
frequently been deeply disturbed by the results stemming from bargaining 
negotiations in the construction industry. They have had serious questions at times 
about these results but in most cases have been powerless to do much about 
protecting their own or the wider community interest even in the face of some 
strenuous and prolonged contractor-union conflicts. More firms have been 
undertaking new and repair building operations themselves with their own 
employees in the face of rapidly rising contract costs. Non-union workers and in 
some areas rival unions have provided effective competition to traditional building 
trades unions both in relatively tight and slack construction labor markets.7* Out 
of the turmojl and strain, felt by contractors, unions, clients and governments, there 
appears to be a recognition on all sides that the industry and the economy face a 
serious common and underlying problem, namely instability in construction 
operations. 


Productivity and Technological Change 


The internal/external pressures affecting construction in Canada and in other 
countries over recent decades combined with some far-reaching technological 
changes have given rise to substantial gains in productivity in the industry. The 


27In some Canadian centers non-union firms have been able in recent years to compete 
successfully with union firms which previously held a dominant position e.g. high rise 
apartments in Edmonton. A similar condition has prevailed in several areas in the United States 
Cf. Labor Management Relations in the Construction Industry, D. Quinn Mills, Massachusetts 
Institute of Technology, Cambridge, 1972, p. 57. 
8Such competition has been provided, for example, in some localities of British Columbia 
by the International Woodworkers of America, of Ontario by the Christian Trade Unions of 
Canada, and in Quebec. 
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importance of achieving such gains, moreover, is being more widely recognized 
by both employers and workers as a basis for offsetting cost increases and for 
bringing about higher returns and standards of living for all associated with the 
industry. 

In spite of its key position no single satisfactory measure of productivity in 
construction has yet been, or is likely soon to be, developed. It is clear, however, 
from the evidence available that output per man has increased rapidly in several 
trades; that the efficiency of contracting firms has been improving; and that the 
ratio of total product to the capacity of the industry as a whole has also been 
increasing. 

Examples of productivity gains in the case of individual building trades are 
tumerous. One of the most striking is that of crane operators who today play a 
much more prominent role in all types of heavy construction than was the case a 
decade ago. These operators now handle large and expensive equipment. In terms of 
output per day their productivity have increased many times over. Similarly in the 
case of plumbers, pipefitters, sheet metal and iron workers, armed with improved 
materials, larger and often prefabricated units, these tradesmen in a single day 
accomplish a great deal more than their fellow tradesmen did only a few years ago. 
Improved initial training and retraining have also made important contributions to 
the higher skills of building tradesmen and hence to their job competence. On the 
other hand many obstacles to improved productivity remain. These include 
outdated attitudes to projects and jobs on the part of both managers and workers 
and costly work practices which cannot be removed quickly. Contractors and 
unions, however, are recognizing that to retrain jobs, especially in_the face of 
stronger competition from firms undertaking their own maintenance and other 
construction and from open-shop or non-union building establishments, work must 
be well planned and efficiently carried out. 

Construction firms also have found it essential both through stronger competition 
and improved design in equipment and materials to examine more critically the 
organization of their firms, the crucial factors involved in submitting job tenders 
and the execution of their contracts. More emphasis as a result is being placed on 
the necessity of adequate training, on the attention that must be given to the 
human elements in planning and carrying out construction projects and on the 
importance of watching closely input-output relationships to ensure viable business 
enterprises. These in turn have led to productivity improvements that have yielded 
benefits to both employers and workers in the industry and to their clients. 

Although there is a need to do so, relatively little attention has been paid to the 
achievement of productivity improvements in construction looked at from the 
standpoint of the industry as a whole. This does not apply, however, to work in 
building technology where significant progress has been made over recent years in 
Canada and in other countries. Notable among the activities in this respect are those 
carried out by the Building Research Division of the National Research Council, by 
provincial research bodies and by several specialized branches of the industry.?? 


29Cf. ‘Technological Change” by R. F. Legget, N. B. Hutcheon and W. G. Brown. op. cit. 
Construction Labour Relations, pp. 98-115. 
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Modular or three dimensional construction units and systems building are 
revolutionizing work on some projects particularly in high-rise structures where the 
repeated use of the same or similar prefabricated components is involved many 
times over.?° 

In a broader industry setting there is a large potential for improvement in 
productivity. From the analysis carried out in this study it is clear that a substantial 
part of this potential lies in the enormous waste in manpower and equipment which 
continues to occur each year and from year to year due to the widespread 
instability in construction operations. This does not deny or fail to recognize the 
progress being achieved in other directions in the industry in Canada. Rather it 
poses the question at what cost to the industry and to the economy are the sharp 
peaks and valleys in construction operations permitted to persist. To this query the 
discussion now turns with reference more specifically to recent changes in prices 
and costs of building and other construction in various parts of Canada. 


Prices and Costs in Residential Construction 


A detailed analysis of the extent to which prices and costs of residential 
accommodation had increased in Canada since the mid sixties, was undertaken by 
the Prices and Incomes Commission in 1970.°' In addition, the relative importance 
of the principal factors affecting housing costs, namely, land, labor, materials, 
financing, technology and profits has been examined together with changes that can 
be identified in their character, quantity and cost. This has thrown into sharper 
focus the forces which have caused the cost of owning or renting a home to rise 
sharply since 1965 in most parts of Canada. 


Residential construction has been studied in some detail not only because of its 
economic, but also because of its social, significance. Clearly, many factors have 
influenced the costs and prices of housing over the years. The design and size of 
houses have changed. The amount, skills and price of labor have changed. The types 
of materials and the form and method of their use are subject to continuous 
innovation. The kinds and number of appliances being introduced into housing are 
changing. The size of lot, the manner in which large tracts of land are now 
developed and the rapid escalation of property values and financing charges have 
affected costs. The dearth of quantitative information on some of these factors 
makes it impossible to be as precise as one would like about all of the influences 
affecting price and cost changes in housing. Besides fluctuations in demand 
pressures for housing have an important influence on costs and prices, and these, 
too, are difficult to measure in exact quantitative terms. 


30Cf, “Industrialized Building. Is it Good News or Bad? ” Job Scope, Carlson Publications, 
Bethlehem, Conn. Vol. 5, No. 11, Aug. 1972, pp. 8-10. 

31 This analysis was carried out by Donald G. Laplante, assisted by E. Thomas Houston and 
Rex B. Nickson, under the general guidance of F. Leslie C. Reed, Director of Studies of the 
Price Review Division and Bertram G. Barrow, Commissioner. 


96 CONSTRUCTION AND INFLATION 


— Demand for Housing 


The demand for single-family housing at existing prices, as illustrated in Figure 39, 
has not increased over recent years in Canada as rapidly as growth in population 
and net family formation. During the 1960s construction of single-family 
dwellings remained in fact fairly constant at approximately 75,000 units per year. 
In the same period construction of apartment units more than doubled and 
exceeded 100,000 units in both 1968 and 1969. 

All residential construction in recent years, as already observed, has accounted for 
slightly less than one third of all construction activity in Canada. Investment in new 
housing in 1969 was $3,370,000,000, 18.6 per cent higher than in 1968. In 1969 
house-building activity rose to a record of 210,000 dwelling unit starts; completions 
also increased to a record level of 196,000 units. 

Housing for low-income groups also made significant advances in 1969 with 
16,700 units being built under the National Housing Act (NHA) housing program 
for such groups. This compared with 12,400 units in 1968 and 8,500 in 1967. 

The strong demand for housing in many parts of Canada through the sixties has 
been a major factor in the upward movement of construction costs and prices. 
Without a relatively buoyant market greater resistance to higher cost would almost 
certainly have developed. There was, however, a decline in housing starts in 1970 
which mainly reflected increasing consumer resistance to high prices and financing 
costs. 


— Trends in Housing Costs 


Between 1961 and 1969 the average acquisition cost for new single-family 
housing financed under the National Housing Act, increased by about 43 per cent, 
from $14,500 to $20,800. During the same period the average down payment 
increased by SO per cent from $2,475 to $3,900 and the monthly gross debt service 
charge including principal, interest and taxes almost doubled from $105 in 1961 to 
$191 in 1969.°? 

The average size of single family dwellings has increased slightly since 1961. There 
has been a trend towards including more appliances as standard equipment in new 
homes. The move into the suburbs has tended to increase average lot size. Land 
speculation and increased financing charges have also been important factors in 
increasing housing costs in many areas. On the other hand, builders have realized 
savings through the introduction during the sixties of improved building techniques, 
greater offsite fabrication and materials which can be used more efficiently. 

Housing prices and costs increased more rapidly after 1965 than before. This 
development is illustrated by the fact that the average price of a new, 
single-detached dwelling increased by 17 per cent from 1961 to 1965 and by 26 
per cent from 1965 to 1969. 


32New single family housing financed through conventional mortgage sources exhibit the 
same characteristics as those financed under NHA as to rates of change over the 1965 to 1970 
period. 


IMPACT OF CONSTRUCTION INSTABILITY 97 


Figure 39 
ANNUAL DWELLING STARTS, COMPLETIONS 
AND NET FAMILY FORMATLON, 
CANADA, 1961-1971 
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SOURCE: Canadian Housing Statistics 1971, Centra! Mortgage 
and Housing Corporation, Ottawa 
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The two major cost components of house acquisition are the cost of land and the 
cost of construction. Between 1960 and 1964 the average cost of land for 
single-detached dwellings financed under NHA increased by 24 per cent. From 1965 
to 1969 the increase was 36 per cent. The cost of building an average single- 
detached dwelling increased by 10 per cent from 1960 to 1964. The average size of 
finished floor area also increased between 1960 and 1964 by 8.5 per cent so that the 
average construction cost per square foot of dwelling increased by only 1.5 per cent. 
From 1965 to 1969, however, while the cost of construction increased by 23 
per cent, the average finished floor area decreased by four per cent so that the 
average cost per square foot of construction went up by 28 per cent. 

The two main components of construction costs are building materials and labor. 
Between 1960 and 1964 the price of residential building materials moved up an 
average of 2.7 per cent per year while the average annual rate of pay for construc- 
tion workers rose by just over three per cent.?* These increased costs, combined with 
productivity and efficiency gains, resulted in a general increase in the unit cost of 
house construction of some 0.3 per cent per year. From 1965 to 1969, however, 
material prices have gone up at an annual rate of three per cent while the average 
wage rates have risen by 7.7 per cent per year, increasing the per square foot cost of 
construction of a single detached dwelling by an average of 5.6 per cent each year. 
These and other related estimates of apparent cost changes in housing and house 
acquisition are given in Table XXIV. 


TABLE XXIV 


Apparent Average Annual Rates of Increase of Major Cost Factors in Housing, Canada, 
1960 to 1969. 


Average Average 

Annual Annual 

Increase Increase Increase 

1960 to 1964 §=1965to 1969 1968 to 1969 

Cost Factor % % % 
WACERIAENETe Vesta 0. 20a SO ae lady 4 Zt 3.0 5:3 
Labor (on-site wage rates) ..........: on TA 7.6 
Construction (total per house) ........ 2.0 4.6 9.5 
Construction (square foot) .......... 0.3 5.6 7.0 
EE Ta ys be a a See Per eS be 4.9 ioe 12.2 
CAS ULITES 06) ( eae ee a eee ee ee 2 Sul 10.0 


— Cost of New Bungalows and Apartments 


The accelerated cost increases of residential construction were most severe in 
major metropolitan areas of rapid growth. These. were the areas where pressures for 
new housing were greatest and there is little doubt that demand pressures greatly 
influenced housing prices. To gain a better understanding of the changes taking 
place in these areas data were obtained on the prices of standard medium-sized 


33 These and other data contained in this analysis are based on information supplied by 
Central Mortgage and Housing Corporation covering a substantial sample of new houses 
financed under the National Housing Act. 
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bungalows and typical apartment buildings in a number of urban centers over the 
years 1965 to 1969 and on the costs of constructing them. For this purpose average 
prices for new bungalows financed under the NHA were obtained for the period 
1965 to 1969 in six metropolitan regions. Details on major cost components of 
such bungalows were also obtained and gave the results presented in Table XXV. 


TABLE XXV 


Percentage Changes in Cost Components of Bungalows, Selected Metropolitan Centers, Canada, 
1965 to 196984. 


Percentage Increase or Decrease (—) 


in Cost of 

Percentage 

Increase in 

Metropolitan Acquisition 
Center Land Labor Materials Total Cost 
% % % Jo % 
VanGOuvVeliat)ascne badness 60 42 29 33 31 
WinniPee ati. i.g eo ees 24 47 22 33 26 
Otiawavle cee? fe ees 2 36 Tey 32 30 
Toronto. tar eee ee 65 26 6 35 47 
Montreal So. 5s 2 ee eae —30 47 20 18 —l1 
Halilaxet Ah ks se ceeds 44 42 25 2 32 
Six Genters) .. ss 23-2. = 31 38 20 30 26 
Canada. s hereto as eee 35 38 15 23 26 


4aThe bungalows were of a standard size financed in all cases under the National Housing 
Act. 


Data were also obtained on the contribution of each of the major cost com- 
ponents to the total increase in the cost of acquiring a new bungalow under NHA 
financing. Estimated percentage contributions based on these data are given in 
Table XXVI for the six centers included in the analysis. 


TABLE XXVI 


Contribution of Separate Cost Components to Changed Acquisition Price of Bungalows 
in Selected Metropolitan Centers, Canada, 1965 to 1969. 


Percentage Contribution to 
Increase or Decrease (—) in Price of Bungalows 


Metropolitan 
Center Land Labor Materials Profit 
% %o %o Jo 
VANCOUVERS) ocd Ce cette nat woke are ee 38 Zz 13 jas 
Wirinipeg 9.05 ee oe Pe ee 18 38 18 26 
TOrOntO gs eters ee ee ae ee ee one er eres 42 24 12 22 
OCTAWAS rn ae eo one eee eee borers 14 40 29 1 
Montreal ®t. ee eee —36 5 | —55 —8 
El alifax et re ote Seals oe ca tike Scters gers ates 17 32 28 23 
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In most of the metropolitan areas a locality was selected for more detailed 
analysis where there was known to be considerable building activity over the period 
1966 to 1970. In Table XXVII percentage increases in cost components are given 
for comparative models of house types popular in the particular locality. The 
percentage increases in these cases over some of the same cost components included 
in earlier tables and several additional items. 


TABLE XXVII 


Percentage Changes in Cost Components of Detached 
Single Dwellings in Specific Localities, Selected Metropolitan Centers, Canada 1966 to 1970. 


Percentage Increase or Decrease (—) 1966 to 1970 


Montreal 
Winnipeg Toronto - 
Vancouver _ — Ottawa Dollard 
- Fort Scarbor- - des 
Cost Delta Garry ough South Ormeaux 

Component % % %o % % 
Acquisition 

BUI IGE ena fant ates se panne aera 115 31 qo 30 15 

OTA ULGING 6° .A. seis ave dan 24 22 32 35 9 

POT bemere Wie 4% tors tas Meco —18 ~9 —18 —8 —10 

Bee PTICEs.,.« Att. y % 5 unereneeees: 59 25 46 34 10 
Ownership 

SPW DAY MENT .c.... 6 x. eave m swans 38 45 78 8 17 

Mortgage (First Only) ......... 36 23 39 39 13 

Maserest Rate” 4.0.) cnesaeh aa. 2 52 a2 52 a2, 

Principal and 

Interest Payments ........... 81 65 85 85 56 

Investment (Mort gage 

plus down payment) .......... 85 66 94 78 52 

Municipal and Local 

Improvement Taxes®.......... 2] 18 29 56 28 

Pe PCNA ges i Pee Seo ae 88 a3 71 79 48 


4NHA rates as of June ist each year. 
Twenty-five year repayment period. 

©Relate to each municipality named. 

dPrincipal, interest and taxes. 


The land acquisition in Table XXVII is the price of serviced land, and total 
building covers the selling price of the building and thus reflects the cost of 
construction only. It will be noted that the increase in land values was particularly — 
sharp from 1966 to 1970 in Delta and in Scarborough. In some of the cost of home 
ownership items, notably interest rates on mortgages, and principal and interest 
payments there was relatively little or no variation among localities. In other cases 
the differences were more marked. Thus the monthly PIT cost of owning a house, 
excluding maintenance and interest on the down payment, while increasing 
significantly in all cases from 1966 to 1970 varied from 48 per cent in the Montreal 
area to 79 per cent in the Ottawa and 88 per cent in the Vancouver areas. 

An important factor affecting home ownership in Canada over recent decades has 
been the minimum income requirement established by the Central Mortgage and 
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Housing Corporation as a condition of guaranteeing loans.°* Because of the rapid 
increase in the cost of home ownership, it has been necessary to increase the 
minimum income requirement in order to maintain a reasonable relationship 
between the cost of servicing a mortgage and the borrower’s total income. Since the 
cost of home ownership has increased so rapidly, the minimum income requirement 
for a NHA loan has increased to a much greater degree than have average incomes. 
This changing relationship is illustrated in Table XXVIII using the same cost models 
in each of the selected metropolitan localities. 


TABLE XXVIII 


Comparison Percentage Increases in Minimum Gross Income Requirement and in Average 
Income per Employee, in Specific Localities, 1966 to 1970. 


Percentage Increase 1966 to 1970 


Montreal 
Vancouver Winnipeg Toronto Ottawa a 
Income — — - - Dollard des 
Item Delta Fort Garry Scarborough South Ormeaux 
% %o % % % 
Minimum Gross Income 
Required by CMHC...... 88 53 71 1A 48 
Average Wage and Salary 
Income per Employee .... 28 Dt 30 30 30 


While average wage and salary income per employee increased by 28 per cent in 
Vancouver, 27 per cent in Winnipeg and 30 per cent in Toronto, Ottawa and 
Montreal, minimum gross income requirements to finance detached single dwellings 
increased by 88 per cent in the Vancouver area, 79 per cent in Ottawa, 71 per cent 
in Toronto, 53 per cent in Winnipeg and 48 per cent in Montreal. 

Similar data were assembled for new three-storey walk-up apartments built during 
these same years 1966 to 1970 in Halifax, Montreal, Ottawa, Toronto, Winnipeg 
and Vancouver. Information was also obtained on costs of construction and land 
for high-rise apartments built in Toronto between 1965 and 1970. The relative 
costs of land, materials and labor for these three-storey apartment buildings in the 
six metropolitan centers are given in Table XXIX. 

Over the same period 1966 to 1970 the records on the construction of 
three-storey walk-up apartment buildings indicated that the costs had increased in 
the average by the following amounts: land, 27 per cent; materials, 16 per cent, and 
labor 34 per cent. These increases were highest in the case of land in Vancouver as 
will be seen in Table XXX, materials in Halifax and labor in Montreal. In land cost a 
decrease was again registered in Montreal, following the inflated values there during 
the Expo preparatory years. In both materials and labor the increases were lowest 
in Toronto, due in part no doubt in the former case to improvements in handling 
and perhaps size of orders and relative nearness to market. The relatively high 


34NHA regulations required during these years that the minimum gross income of the 
applicant be at least 3.7 times the monthly principal, interest and taxes (PIT) charges. 
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TABLE XXIX 


Relative Importance of Land, Materials and Labor as Factors 
in the Cost of Apartment Buildings, in Selected Metropolitan Centers, Canada, 
1966 and 1970. 


Relative Cost of 


Metropolitan 

Center Land Materials Labor 
piullasees . >, Sr Ae Ah 5 Ry) 43 
PAOLO Besien sy tere, CMe | L 3 42 55 
BCU Wae Ee eye eR Be 6 Fy 8 45 47 
PORUUME le oso ay ce TK Ake 16 38 46 
BUSINOCES Sct, 55. trem Leer e.. “| 44 49 
DM ANCOUVET S20 3. 4. a4 WOE bos ws, 9 38 Re, 
PAVOTARE SIX. CENTERS ©. eche eye rinn wen xs 8 43 49 


TABLE XXX 


Percentage Changes in Land, Materials and Labor Cost of Apartment 
Buildings in Selected Metropolitan Centers, Canada, 1966 to 1970. 


Percentage Increases or Decreases (—) 1966 to 1970 


in Cost of 
Metropolitan Land Materials “Labor 
Center % % % 
1 CULEES i a ae ee a 42 27 35 
IRE T E&I a ila PU gL =33 15 53 
Mra Wamencey © ie hd ie Te) 2 26 16 28 
reOD Ga hs BS. Oe CARE Worst 35 3 16 
PurCemre rn see ao ety Ae 29 17 41 
GCE vore rn a) Ree oe aS) ta 47 17 36 
mverec All Centers’. sel eee et zat 16 34 


proportion of immigrants engaged in residential building in Toronto no doubt 
exerted an influence in the case of labor. In total the higher costs in all six centers 
added up to a 25 per cent increase. Of this higher land costs were responsible for 
two per cent, materials for seven per cent, labor for 16 per cent and overhead and 
profit for three per cent. 

In contrast to three-storey lower apartment buildings, the cost of construction 
per square foot of rentable space in high-rise apartment buildings erected between 
1965 and 1970 increased only moderately. The greater economies of scale and use 
of prefabricated materials have offset cost increases in composite residential 
dwellings to a greater extent than they have in single family housing. The price of 
high-rise apartment suites, however, has increased since 1965 because of higher land 
prices and the trend towards larger suites and more amenities. 

The cost experience on high-rise projects in Metropolitan Toronto outside the 
inner city itself is traced for each year 1965 to 1970. In Table XXXI the land cost 
converted to a building square foot basis increased over the six years by 70 per 
cent. Meanwhile building costs per square foot declined by five per cent. 
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TABLE XXXI 
Land and Building Costs, High Rise Apartments Metropolitan Toronto, 


1965 — 1970. 
Project Cost 
Average Cost Average 

Land Building Total Per Suite Suite Size 

($ per square foot) $ (square ft.) 
1965 152 1.1235 eR cw 13,800 1,073 
1966 2.04 11.20 13.24 14,300 1,083 
1967 ZAI 10.81 12,92 14,600 iiA3 
1968 2.09 1127 13.85 15,200 1,099 
1969 2.65 1049 14.04 15,000 1,076 
1970 2.58 10.75 13.33 14,800 1,107 

4A partments in Toronto City, itself, are not included. 
— Residential Rents 


The national average increase in rents for both new and existing accommodation 
has been 20.4 per cent from 1961 to 1970. Practically all of the increase took place, 
however, between 1965 and 1970 and reflects the higher cost of acquisition and 
ownership of houses and new apartment buildings prevailing during this second five 
year period. Higher interest rates also caused owners of existing residential buildings 
to expect higher money returns on their investments and demand was sufficiently 
buoyant to permit it. Other factors pushing rents up included increases in municipal 
taxes, higher costs of maintenance, repairs, insurance, electricity, heating fuel, and 
the demand for more amenities. 

A comparison between ownership costs for apartment buildings in North York in 
Metropolitan Toronto built in 1965 and for those built in 1970 indicates that 
ownership costs increased by 33 per cent over this period. Rent increases in Toronto 
have exceeded those of most other major metropolitan areas in Canada, rising by 
23.3 per cent from 1965 to July, 1970. During that period rents increased by only 
13.7 per cent in Montreal. 


— Survey Findings 


This analysis has confirmed that the cost of buying, financing and maintaining a 
home rose substantially during the last five years of the sixties. This was due 
primarily to large increases in the price of land, in wage rates, in interest charges, 
and because of larger overheads and profits particularly during the period 1966 to 
1968. These same factors have contributed in large degree to rent increases during 
the period under review. 

Although there appeared to be a levelling off in housing prices in 1970 due 
primarily to buyer resistance, there were no indications that the rate of increase in 
some cost factors including wage rates, materials and municipal costs were 
declining. 
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Cost of Land 


The price of land for housing financed under NHA increased on average by 35 
per cent between 1965 and 1969 and this development contributed appreciably to 
the rise in housing costs. This percentage is based on the price of land actually used 
for housing and does not take into account differences in average size of lot over 
the period or other items such as the quality of municipal services. In 1970 land 
represented on average about 20 per cent of the cost of house acquisition. This 
compared, as will be seen in Table XXXII, with an average figure for five 
metropolitan centers in 1965 of 17.3 per cent. The increases over the intervening 
years in these centers were most pronounced in Vancouver and Halifax. In 
Winnipeg there was little change while in Montreal and Ottawa land cost as a 
percentage of total acquisition was actually less in 1969 than in 1965. Land values 
generally were determined by the demand for housing, the supply of municipal 
services, the level of municipal taxes and the cost of interim financing. 


TABLE XXXII 


Land Cost for New Bungalows as a Percentage of Acquisition Cost in Selected 
Metropolitan Centers, 1965 to 1969. 


Land Cost as Percentage of Total 
Acquisition Cost 


Metropolitan 1965 1966 1967 1968 1969 
Center %o %o % %o % 
ancouvcnm (seyret. ot. * fey oy ire) 2 yar) 19.2 19.3 19.4 2007 23.5 
DRT BUOY seals tus atc oh hey dey oho shcks es 18.9 16.9 16.7, 18.8 18.7 
GEE tee SIR BY tres ie 18.7 16.4 1 ee his 17.6 
I RBC STS a le wea la A al Ag A ei Sl 14.4 14.2 12.0 123) 11.4 
[RTL al GI tle lian Aa anager i 12.0 11.0 Tit 13,5 
Average Five 

menrercmmer.. ete ery ie Bos COE) 173 18.1 18.3 18.8 19.2 


4The price of land component in the acquisition price of these bungalows financed under NHA 
included servicing provided by the developer or builder. In Toronto land was completely 
serviced by the builder. In some of the other centers the services were installed by the 
municipalities which then recovered the costs from the eventual buyers as local improvement 
taxes 

Source: Canadian Housing Statistics 1969, Central Mortgage and Housing Corporation, Ottawa. 


The availability of serviced land is dependent on its access to trunk sewers and 
water mains. Many municipalities, under severe financial limitations, have tended to 
provide extensions of services relative to the demand for building lots, thus creating 
a monopoly situation for those land owners who have access to these scarce 
services. This plus land speculation in many areas have pushed up land values. The 
development of planned public or private land assembly programs in an increasing 
number of urban centers has helped to offset highly inflated increases inherent in 
some ad hoc private ventures. 

The cost of serviced land is also affected by municipal requirements regarding 
Street widths, pavement, street lighting, curbs and sidewalks, storm sewers, 
underground wiring and water and sanitary mains. Other factors increasing the cost 
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of land include the time and cost of getting proposed plans of subdivisions 
approved, zoning laws regulating land use and density of housing and the heavy cost 
of interim financing. 


Cost of Labor 


The increase in the cost of labor also contributed to the increased cost of home 
acquisition during this period. In the projects reviewed in this study, the on-site 
labor content, increased in cost by 38 per cent between 1965 and 1969. Although 
wage rates vary greatly from trade to trade, the average percentage increases in rates 
of pay for various trades have been highly uniform over time. An unweighted 
average of wage contract settlements, including vacation pay but not other benefits, 
for eight leading construction occupations**® in ten metropolitan regions>® 
indicates that the average wage increase was six per cent in 1965, 8.4 in 1966, 9.9 
in 1967, 11.2 in 1968 and 14.8 in 1969. 

A review of collective agreements signed with the building trades in Ontario in the 
first quarter of 1970 showed, for example, annual wage settlements of 17.2 per cent 
for sheet meta! workers in Sault Ste-Marie, 44.3 per cent for laborers in Kingston 
for a one-year agreement signed early that year and 57.2 per cent over three years 
for painters in St. Catharines. It was estimated that agreements with workers in 
Ontario in 1970 would average more than 20 per cent annually. 

Though much residential construction is carried out by non-organized establish- 
ments the prevailing wage rate increases follow closely those of union agreements. 
Even after productivity improvements are taken into account it is apparent that 
increasing wage rates have been a highly significant factor in the upward pressure on 
housing costs. Moreover, wages continued to increase sharply in 1970 even though 
housing starts were down, prices were softening and builders’ profits decreasing. 


Cost of Materials 


The increase in the prices of materials has been much less than for either land or 
labor, amounting to 15 per cent on average over the last five years. An acceleration 
in the rate of price increase for residential construction materials took place in 
1969 when prices rose 5.3 per cent. 

To a considerable extent these increases in the cost of construction materials 
reflect higher prices for lumber, copper, steel and other products which form the 
basic ingredients of construction. To some extent, regional differentials in the rate 
of increase of construction material prices result from differences in local 
distribution systems. 


Profits 


Overhead costs of house builders increased over the 1966 to 1969 period due 
primarily to the payment of improved fringe benefits to workers, higher operating 


35 Laborer, carpenter, bricklayer, electrician, plumber, sheet metal worker, plasterer 
and painter. 

36Halifax, Saint John, Montreal, Ottawa, Toronto, Winnipeg, Saskatoon, Calgary, Ed- 
monton and Vancouver. 
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costs, increased selling costs and rising interest rates on interim financing. Some 
builders were paying as high as 18 per cent for interim financing in the first quarter 
of 1970. 

The period 1966 to 1969 was characterized by a strong demand for housing, 
especially in such high-growth areas as Toronto, Vancouver and Ottawa. High 
profits to many land developers reflect this sellers’ market. 

Profits accruing to some house builders were good between 1966 and 1969 but 
the competitive nature of the industry, the predominance of small builders and the 
ease of entry have kept profits lower than those prevailing for developers of 
serviced land. In 1966 and 1967 house builders and land developers were able to 
pass on increased costs and speculative profits to house buyers. Since 1968, 
however, house builders’ profits as a percentage of sales appear to have decreased. 


Financing Charges 


The increases in interest rates over recent years on mortgages are charted in 
Figure 40. The sharp rise in 1967 and 1968 in mortgage rates and in interim 
financing have added considerably to the cost of home acquisition and ownership. 
A rise of four percentage points in the interest rate between 1965 and 1970 has 
added approximately $500 to the cost of interim financing on a house priced in 
the low twenty thousand dollar range. This increase in interest rates has also added 
$50 to the monthly debt service charge of a $20,000 mortgage based on a 25-year 
amortization period. 

Combined with high interest rates the scarcity of mortgage money increased the 
average cost of houses being built, and the need for second mortgages at interest 
rates which were considerably higher than those for first mortgages. 


Municipal Taxes 


Increases in municipal and local improvement taxes are among other factors 
which added considerably to the cost of owning a house. In 1969, on the average 
taxes increased the ownership costs for home owners by $11 per month compared 
with 1965. Part of this increase was due to higher wage settlements for civic 
employees, part was due to the higher cost of raising finances and part resulted 
from higher cost of capital outlays such as schools, roads, sewers and water. Higher 
labor costs in the construction industry were also reflected in the increased capital 
costs. 


Productivity and Technology 


As already noted improvements in productivity and in building technology 
have served as two important offsetting factors to increased construction costs. 
In the period 1951 to 1969, productivity’ in terms of output per person 


37Changes in output per unit of labor input cannot be attributed directly and solely to 
labor. These measures reflect not only changes in the skill and effort of the labor force, but also 
the contribution of the other productive resources with which it works, as well as the 
effectiveness with which all are combined and organized for production. Changes in technology, 
capital investment, capacity utilization, work-flow, managerial skills and labor-management 
relations each has a bearing on movements in the “productivity series’? based on output 
per unit of labor input. 
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employed increased, it has been estimated by about three per cent per year. 
From 1961 to 1969, for example, on-site output per employee in the construction 
industry appears to have increased by approximately 26 per cent. This rate of 
increase has not been sufficient, however, to offset increases in wage rates and other 
cost factors. 

The improvements in building technology have been due to better quality and use 
of existing materials and to the introduction of new ones, as, for example, plastic 
pipe in the mechanical sector of the industry. More efficient construction 
equipment, particularly overhead cranes, and tools have been developed. Greater 
use is being made of prefabrication and component building. Total building systems 
are being introduced by some firms to take advantage of industrialization in the 
building process, particularly where builders can realize the economies of scale. 

Cost has been increased by the lack of uniformity among municipalities in their 
building regulations. Building codes, fire codes, safety codes, health regulations, 
zoning bylaws and local improvements often lack uniformity and prevent the 
introduction of cost-saving practices. 

Some progress is being made in the adoption of the unitorm National Building 
Code but there have been many obstacles including the need to remove outdated 
legislation and regulations. The varying situation from municipality to municipality 
adds to costs, retards the rational development of the construction industry along 
more uniform and cost-saving lines and narrows the possibility for innovation in 
new materials, products, systems and techniques.*® 


Rental Charges 


The national average rate of increase of apartment rents since 1960 has been less 
than the apparent increase in the cost of living in a single-tamily house. A number 
of factors explain this development. Multiple-unit construction has experienced 
greater productivity gains than single-family houses. The high rate of increase in the 
price of serviced land has been less important in multiple-unit construction where 
land cost as a percentage of total cost is less. As a result buildings and developers 
have tended to concentrate increasingly on the construction of multi-unit buildings. 

Strong inflationary trends in the cost of housing and home acquisition developed 
and persisted from 1965 to 1970 in every region of Canada, with the possible 
exception of Montreal. Inflationary forces were strongest in the high-growth areas 
of Toronto, Vancouver and Ottawa. For example, bungalows in Toronto increased 
by an average of 47 per cent. 

Inflationary forces were also responsible for substantial increases in rents, which 
were approximately 20 percentage points higher in 1970 than in 1965 on a national 
basic The increases were greatest in certain areas of high growth. 


38In 1970 when this review was undertaken, the authority for providing and administering 
building codes in Canada rested with each municipality, although some special sectors may be 
under provincial or federal jurisdiction. Since the desires and technical abilities of the different 
municipal administrations vary widely, so did building codes. Since then a number of provinces 
have proclaimed province wide building regulations based on the National Building Code. 
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— General Observations 


The productivity performance of the construction industry during the period 
under review was not sufficient to offset the increases in prices of the different cost 
components of residential construction. One indication of this is that, although 
productivity improvement was at the rate of approximately three per cent per 
annum, each year wage rates paid to construction workers rose by more than seven 
per cent, material prices by more than three per cent and land prices by more than 
seven per cent. 

Because the price of houses and related home ownership expenses rose more 
rapidly than personal incomes, a greater proportion of wages and salaries had to be 
paid out in 1970 for housing than was the case in 1965. In Winnipeg, for example, 
the minimum income requirement for a Central Mortgage and Housing Corporation 
loan, rose by 53 per cent between 1966 and 1970, whereas in that city wage and 
salary income per employee increased by 27 per cent and the consumer price index 
rose by 16 per cent during the same period. 

In 1970 the increased cost of housing limited consumer demand and consumer 
resistance strengthened. Until then, however, pressures for new housing were 
sufficiently strong that builders and developers were able to pass on most cost 
increases to new home owners. In that sort of buoyant market, there was less 
pressure on those concerned with land development and building to resist cost 
increases to the maximum possible extent. 

The acceleration in the relative cost of home ownership speeded up the trend to 
high-density, high-rise apartment construction, since it is possible to realize certain 
economies in the use of land, services, materials and labor in this type of 
construction which are not applicable to single-family dwellings. 

Substantial increases in the price of land, and to a lesser degree in wage rates, 
building materials and interest rates all contributed to the higher cost of housing. In 
constructing a typical bungalow, labor cost increased by an average of 38 per cent 
in Canada between 1965 and 1969. In some cities the increase was much greater, 
for example, in both Montreal and Winnipeg it was 47 per cent. Because labor is an 
important cost component in residential construction, increments of this magnitude 
have had a serious impact on overall costs and prices. 

Prices of serviced lots increased on average by 35 per cent but in Vancouver and 
Toronto the increases amounted to 60 and 65 per cent respectively during the same 
period. Profits relating to land development generally were substantial throughout 
the period under review, and although profits of house builders were relatively 
lower in 1970 compared with the 1966 and 1968 period, the levels of profit 
realized by both groups in the period under review were in part responsible for 
raising house prices to the levels reported. 

Interest rates on NHA mortgages rose sharply between 1965 and the early part of 
1970. They have since been reduced appreciably, although they are still well above 
the levels of 1965. The high cost of money has thus had an important bearing on 
the cost of home ownership. 

The price of materials rose more moderately than most other cost factors 
between 1965 and 1969. But, because material costs are the major component of 
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total construction cost, even a 15 per cent increase in prices over five years inflates 
costs to a sizeable degree. 

In summary, the major factors contributing to higher acquisition costs of homes 
are the rapid increases in land prices, in wage rates and in building materials. Land 
prices have risen sharply in many cities pushing up both initial outlays and 
long-term payments. High costs of money have contributed to increased initial 
payments and have had an even greater impact on costs of servicing mortgages. All 
of these factors contributed substantially to the steep rise in housing costs in a 
relatively short period of time and to placing the ownership of a home beyond the 
means of many who might otherwise have realized this objective. 


Developments Since 1970 


At the time the above analysis of prices and costs was undertaken in the latter 
part of 1970 several changing social and economic factors were being observed. 
These suggested that the steep rise taking place in acquisition and ownership costs 
might have been making the ownership of a home impossible for many more 
people. Among these factors the more important were the increasing price of 
available land, the rising cost of labor and building materials and continuing high 
profits. Increased financing costs also affected the acquisition price of houses 
during this period. They influenced even more sharply the cost of ownership 
through higher interest levels on first and second mortgages. 

It was feared at that time that because of cost pressures, housing starts might 
drop substantially and that the shortage of homes would accentuate the underlying 
problem of increasing costs. Housing starts did in fact drop to 191,000 in 1970 but 
in 1971 housing starts reached a record of 234,000 units and this level was 
maintained in 1972. Meanwhile, as indicated in Figure 41, the price of land has 
continued to escalate. The reported average estimated cost of land for all single 
detached dwellings financed under National Housing Act in 1971 was some 15 per 
cent higher than in 1970.°° At the same time the cost of construction was 
estimated to be 3.5 per cent higher, increasing the cost of acquisition by six per 
cent. During the same period, building materials cost rose 5.6 per cent, wage rates 
of construction workers increased by 13.2 per cent, while the Consumer Price Index 
moved up by 2.9 percent. Preliminary information for the first nine months of 1972 
appear to indicate a continuing upwards trend in the price of land, and in the cost 
of materials. The Consumer Price Index has also again been rising more sharply. 
Wage rates paid to construction workers, on the other hand, have been increasing 
less rapidly. 

During 1972 the Government of Canada introduced several amendments to the 
National Housing Act which should have some positive effects on relieving the 
burden of ownership costs. The revisions in the Act contain new and important 
measures dealing with neighborhood improvement, residential rehabilitation, home 
ownership assistance for low income families, land assembly, financing of senior 


39Cf. Canadian Housing Statistics, 1971, Central Mortgage and Housing Corporation, 
Ottawa. 
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Figure 41 
ANNUAL INDEXES OF MAJOR COST COMPONENTS 
IN RESIDENTIAL CONSTRUCTION, 
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citizens and other special purpose housing by non-profit corporations, co-operative 
housing, housing research and community planning. The total amount of 
government assistance for these measures is estimated at $457 million in a fully 
Operational year. 

The Federal Government has also passed “The Residential Mortgage Financing 
Act” to encourage and facilitate the investment of more private capital into 
residential mortgages. In addition the government has increased the ceiling for NHA 
approved mortgages to $30,000 with the possibility of obtaining a mortgage to 
cover up to 95 per cent of the purchasing price of a house. 

These various measures will undoubtedly assist many who would like to have 
owned homes, but were unable to do so in the past. The upward pressures on the 
cost of land, labor and materials, however, will continue to raise the price of 
housing in Canada for some time to come unless other more far reaching measures 
are taken. 


Prices and Costs in Non-Residential Construction 


The lack of price stability in construction in Canada has clearly had a pervasive 
long-term impact on the economy as well as creating shorter-term regional 
dislocation problems. The particularly large increases in construction prices and 
costs during the post 1965 period, it has been seen, has had a marked impact on 
housing prices. Equally they have affected non-residential construction prices*°. 

The difficulties of analysis present in the residential construction are greatly 
compounded in non-residential sector of the industry. This is due to the wider 
variety in its product range, the highly specialized nature of many of its firms and 
the consequent questionable quality and sparse coverage of the statistical data 
covering many operational aspects. As already noted some progress is being made in 
developing acceptable price deflators for different types of construction activity 
and reasonably accurate productivity measurements. There continues to be, 
however, serious gaps in basic information and these in turn make impossible a 
break down of aggregate analyses into several essentially autonomous subsectors 
delineated by type of construction activity and geographic area. Published 
construction series would be more useful if they reflected this market structure. 

These gaps and inconsistencies in data limit analyses into causes and consequences 
of inflation in the industry and add to the difficulty of formulating policies to 
combat the serious inflation in construction and costs and prices. The absence of 
basic data in the case of construction is all the more disturbing since this industry, 
due to the complexity of its structure and its unique characteristics is not readily 
amendable to standard economic analysis. In spite, however, of the importance of 
the industry in the economy; the many anomalies it contains?! the fact that the 
prices of construction products and services directly affect the cost of living, the 


 40This discussion of prices and costs of non-residential construction is a summary of a 
study undertaken in 1971 by E. Thomas Houston of the Price Review Division, of the Prices 
and Incomes Commission. 


41The large wage rate increases in 1969 and 1970 realized by most construction trades in 
Canada, even though there was a general slackness in demand for construction services at this 
time is one such anomaly. 
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cost of investment and the cost of government; and that effective public policy 
formulation requires a clear understanding of the process by which prices in this 
sector are determined: the economics of the industry have not been subject to 
extensive research in Canada or in most other countries.*” 


— Long-Term Trends 


The long-term changes that have taken place in Canada in the price indexes of the 
materials and labor components of residential and non-residential construction are 
presented in Table XXXIII. The price indexes of building materials used in 
residential and non-residential construction are given both before and after 1961. In 
each case the increases were clearly more rapid than those of the construction wage 
rate index up to 1956. Since then the wage rate index has more than doubled while 
the building materials indexes had increased in 1969 by 39 per cent, and 29 per 
cent in residential and non-residential construction respectively. Composite indexes 
with appropriate weighting worked out for each broad construction category are 
also included in Table XXXIII. 

A major complication in developing reasonably realiable indicators of price 
changes in construction is the presence of several points in the chain of activities at 
which pricing is actually done. An attempt is made in Figure 42 to present 
schematically the flows of goods and services into construction and to indicate the 
four points in these flows at which pricing can take place. 

Another basic difficulty already noted in compiling accurate statistical series in 
the construction industry is the heterogeneity of its output and thus the absence of 
a common unit of measurement. The usual statistical procedure in such instances is 
to measure output and price indirectly through movements in the prices of factor 
inputs accompanied by assumptions about the nature of the relevant production 
functions. Construction price indexes in Canada have been based traditionally on 
using fixed input weights. The construction price indexes currently now available or 
being developed are given in Table XXXIV. It is obvious from this table that there 
remain many types and sub-types of construction to be covered. It will also be 
noted from the last column of this table that aside from that for highways, there 
are no other price indexes in Canada which are based at the end-product points A 
Ot Be 


42¥For earlier overviews of the economic characteristics of the construction industry, see: 
The Canadian Construction Industry, the Royal Bank of Canada, Queen’s Printer, Ottawa, 
1956; Construction Labour Relations, ed. H. C. Goldenberg and J. H. Crispo, Canadian 
Construction Association, 1968; and Economics of the Construction Industry, P. J. Cossimatis 
National Industrial Conference Board, New York, 1969. 


43The utilization of secondary data sources in price estimation of Canadian construction 
output is similar to the approaches followed in the United States and Britain in this area. The 
major obstacle here is the difficulty to reflect accurately changes in material-labor and 
labor-capital utilization ratios, or changes in overhead and profitability. It is generally thought 
that such deficiencies lead to an upward bias in price indexes over longer periods of time: the 
assumption being that over time net gains occur in factor productivity and that since 
competitive markets exist in construction at least some of the benefits are passed on to the 
purchaser in the form of lower prices. In addition, the absence of a profit variable renders input 
index substitutes insensitive to price responses which occur as a result of changes in demand for 
construction goods and services, and to changes in the supply capacity of the industry. 
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TABLE XXXIII 


Annual Indexes of Prices of Building Materials and Construction Wage Rates, 
Canada, 1935-1971 
(1961 = 100)@ 


earn 


Price Indexes 


Building Materials Composite Indexes 
Resi- Non- 
Non- Construction dentialb Residential¢ 

Residential residential wage rate index (a)+(c) (b)+(c) 
Year (a) (b) (c) (d) (e) 
eae. Geo a2 44 26 29 36 
a ns ae 33 44 26 30 36 
Ey eer © 36 48 26 32 38 
PIO wees ek 35 47 27 31 38 
| pL an ea Oo 35 46 2) 31 38 
Pee R rb 38 47 29 33 39 
‘Lh ee 42 50 30 36 42 
Be ede ec 45 53 32 39 44 
1, beeen, cane 48 54 35 42 45 
ve A areas 50 54 36 43 46 
Nee Ee gan a 51 54 36 44 46 
MA piers icy, 4.3 2 $3 57 39 46 49 
fe eT ls Seta a 62 64 42 52 54 
HOLD Se 74 3 48 62 62 
it 2 er 78 76 50 65 65 
Lee eS 83 80 53 69 68 
Gia le oe 98 90 60 86 77 
Re ey pads edocs «A 97 94 63 8] 80 
ik Dae 97 95 67 82 82 
Ree ee cs 95 93 70 83 83 
oo 97 94 pe 85 84 
a ae 100 98 75 88 88 
Uh Se er 100 99 80 90 91 
(bho ee 99 99 86 93 93 
US a Pao eaten 101 100 91 96 96 
De erst toc eis 101 10] 97 99 99 
IPGL Gee. sees 100 100 100 100 100 
ULL 5 9 SE Se 101 101 104 103 102 
E963 eee os S 104 103 108 106 105 
ee 111 106 113 112 110 
jt ee 116 112 119 117 115 
CL cn 120 115 128 124 121 
OS Fei heen sa, 2, 124 118 14] 132 128 
706 tr yw. 132 121 153 142 135 
Life et aie ee 139 126 164 151 143 
PaO a. Sahl i; 138 130 186 162 156 
OE 2 oe 145 147 210 L277 168 


4These series have been arithmetically converted from the base year 1949, 
Weights used to combine materials and labor components (a)62.5:(c)37.5. 
“Weights used to combine materials and labor components (b)65.0:(c)35.0 


Source: Statistics Canada and Wages Rates and Hours of Labour, Canada Department of 
Labour. 
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Figure 42 


POSSIBLE PRICING Points‘? IN SELECTED FLOWS OF GOODS AND SERVICES 
INTO GROSS ADDITIONS OF CONSTRUCTION CAPITAL 


Other Inputs (2 aa. General 
c 


Contractors 


Subtrades | 
Contractors 


Own Account} B 
Construction 


Gross 
Additions 


Construction to 


Materials |———> 
Producing © 
Industries 


Other Inputs(2) 


Capital 
Stock 


Other inputs(2)__a» 


ue Pricing Points: 


A: Purchasers’ prices of inplace or final product goods 
B=Contractors’ selling prices 
C= Purchasers” prices of inputs into construction fabrication 
D= Manufacturers’ seliing prices 

(2) Principally labor and production equipment used 


TABLE XXXIV 
Construction Price Indexes Currently Available (A) or Under Development (D)@ in Canada 


Type of Pricing 


Type of construction Sub-type Status Pricing Points 
Non-residential building: 
Complete buildings ..... Schools, offices (possibly 
other types to be 
selected) D Model A 
Matertals, oc 64. Ges. A Input prices D 
COStS Enc 4 Miron evar a Sue A Input prices D,C 
Engineering «2.52.5... Highways A Prices “‘in- 
place” A,B 
Electric utility A Input prices D,C 
Electric utility D Unit instal- 


lation costs 
(Pilot survey) A 
Sub-trades (inputs into 


non-residential Fabricated steel in-place D Model B 
construction). ......... Pre-cast concrete in-place 

Residential building: 
Materials cia. taes..03 . oh A Input prices D 
Costsiaeq Asa Ene A Input prices D,C 


4Only development projects relating to non-residential building and engineering con- 
struction are listed. 
bSee Figure 42. 


Source: Statistics Canada. 
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The Canadian price indexes for both new residential and non-residential 
construction have been revised recently to include somewhat arbitrary profit and 
productivity variables in an attempt to decrease any distortions from the 
fixed-input approach. With the introduction of these variables the revised indexes 
do not increase to the same extent as the unrevised indexes based on fixed inputs. 
The differences in the two price indexes series are represented in Figure 43 for 
non-residential construction and in Figure 44 for residential construction. 

Unlike the other price indexes, the one for highways as already mentioned, is not 
based on a fixed input concept but on accepted bid prices per road unit. The 
construction of roads and highways is more homogeneous than most other principal 
areas of construction activity and has experienced fewer major quality changes. In 
addition, large quantities of well documented construction price and cost data by 
geographical area exist and are accessible. These characteristics are not common to 
the other sectors of construction where Statistics Canada has been able only to base 
price indexes on end-product prices. A comparison of a price index for highways 
based on construction goods in place with that based on a simulated input index is 
made in Figure 45. The index based on contractors bid prices not only is less steep 
and much more cyclical than that based on fixed inputs but also clearly suggests 
that other construction price indexes may contain serious distortions. 

Statistics Canada has recently undertaken a research program to develop more 
accurate measurements of price movements for broad categories of construction 
output. This program, directed at developing data sources closer to the appropriate 
pricing points, includes an attempt to build construction prototypes which are 
representative of prevailing types of construction in different metropolitan areas 
and in which changes in quality in response to changing market demand are readily 
identifiable. These construction prototypes are then injected into the bidding 
stream over successive time periods thereby eliminating some of the problems 
associated with the lack of continuity over time and the lack of comparability in 
observable market prices. The model pricing method not only measures movements 
over time in end-product prices but it also provides important information on 
developments in overhead and profit margins, productivity gains and material and 
labor costs for different types of construction activity in different metropolitan 
areas. 


— Comparative Cost Profiles 


This analysis of price indexes and of model pricing was undertaken as a 
background to the compilation of data on the relative importance of the principal 
cost components in selected types of non-residential building activity. The changes 
in these component costs and in end-product prices were also determined over the 
1965-1970 inflationary period. For this purpose comparative cost profiles for this 
period were constructed for an elementary school located in Toronto, a medium 
size hospital in Vancouver and a commercial high rise office building in Montreal, 
Toronto and Vancouver. 

Ideally such cost profiles should be based on the most representative building 
type in a particular category which was built throughout the period of interest. It is 
not possible, however, to locate or even to define a so-called typical school, hospital 
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or commercial high rise that is most representative tor any particular regional 
market much less nationwide and over a five-year time period. Consequently actual 
buildings located in different metropolitan areas were used as the framework for 
the cost profiles when their physical characteristics were generally in common with 
similar structures erected in 1965 and again in 1970. An attempt was then made to 
price these buildings assuming that they were built in 1965 and again in 1970. 

The primary emphasis in developing the comparative cost profiles was placed on 
the accuracy of end-product prices and per unit costs broken down into their 
material, labor, overhead and profit components. In addition, an attempt was made 
to measure quantitatively any marked modification in user requirements or quality 
changes due to improvements in specifications or materials over the period. Data 
were not singled out on changing land values or financing charges. As in the case of 
the housing data referred to above both of these factors, it was recognized, 
contributed significantly to the overall costs of the buildings concerned. Financing 
charges tend to show up mainly in overhead and profit costs but they are present in 
other cost items as well. Land values, on the other hand, tend to have a less direct 
impact on construction costs per se. 

The major problem faced in this review was the dearth of information concerning 
the actual cost breakdown of construction projects. Construction companies tend 
to be notorious for their cost accounting methods or lack thereof, and the cost 
records of construction users are usually not any more complete. In recognition of 
this problem, one determinant in the choice of actual building for the cost profiles 
was the availability of detailed cost information from general contractors and 
sub-contractors. In the construction of the different comparative cost models 
information from various federal and provincial government departments and 
crown corporations, from industry associations and individual contractors, and 
from firms of municipal engineers and quantity surveyors was also incorporated. 


School 


A summary of the cost profiles of an elementary school in Toronto, in 1965 and 
in 1970 are set forth in Table XXXV. From this it will be seen that substantial 
increases during this inflationary period occurred in all of the cost components 
included in the table. The same school built in 1965 for $470,000 would in fact 
have cost $600,000 or $130,000 more in 1970. The rise, in both absolute and 
percentage terms, was highest in labor resulting in an increase in this item as 
percentage of total cost from 32 in 1965 to 35 in 1970. Profits, although declining 
from six per cent of all costs in 1965 to five per cent in 1970, rose in absolute terms 
by 15 per cent over the five-year period. 


Hospital 


Similar cost profiles of a medium size hospital in Vancouver in each of the same 
two years are presented in Table XXXVI. Here again all cost components increased 
over the half decade in both absolute and percentage terms. Labor costs also 
showed the largest increases but in both years they formed a lower proportion of 
total costs than was the case in constructing the school in Toronto. Profits in this 
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TABLE XXXV 
Cost Profiles of an Elementary School, Toronto4 1965 and 1970. 


1965 1970 
Percentage Percentage Percentage 
Cost of Total Esti- of Total Increase 

Component Actualb Cost mated Cost 1965 to 1970 

$ % $ % % 
Labor pint 4eeceatta Se Se 148,000 32 207,000 35 40 
Matetialsca wt cee yes 260,000 55 315,000 53 21 
Cvernead’.. 6s ee ae 35,000 tf 44,000 7 2 | 
Profit aly I teste 28,000: 6 32,000 5 15 


OTSA Mae. at tee, eee 471,000 100 598,000 100 27 


4The school chosen was located in North York. It should be noted that schools in the 
Toronto area tend to be expensive relative to the rest of Ontario and other areas of Canada. 
Ontario school boards, moreover were not subject to as much pressure during the 1968-1970 
period from the Ontario Department of Education to lower the rate of increase in building 
costs as were school boards in other provinces. Later, during 1971 and 1972 more restrictions 
were introduced in Ontario.: 

bThese costs are those specified in the actual contract carried out in 1965. 

©The materials cost in 1965 is low because of an unrealistically low bid by the electrical 
sub-contractor resulting in a somewhat high percentage increase for materials over the five-year 
period. 

dIncludes general contractor’s head office overhead and interim financing charges. 


TABLE XXXVI 
Cost Profiles of a Medium Size Hospital, Vancouver4 1965 and 1970. 


1965 1970 
Percentage Percentage Percentage 
Cost of Total Esti- of Total Increase 

Component Actualb Cost mated Cost 1965 to 1970 

$ % $ % % 
Labor oo: ee eee 598,000 20 897,000 25 50 
Materials tye, (Aaa ued. 1,707,000 59 1,987,000 55 16 
Overh@ad c.f. éife nf cece 255,000 9 312,000 9 22 
VIOUS eee 359,000 12 413,000 11 15 
Otal Bic a ae eee 2,848,000 100 3,610,000 100 23 


4This hospital containing one hundred and twenty beds was located in Richmond. 
bActual contract costs, as in previous table. 


“Includes general contractors’ and sub-contractors’ head office overhead and interim 
financing charges. 


case, too, were 15 per cent larger in 1970 than in 1965 even with higher increases in 
the other cost components. In all, the cost of the hospital which totalled 
$2,850,000 in 1965 would have risen to $3,600,000 or $750,000 more, exclusive 
of land, had it been built in the same locality in 1970. 
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Office Building 


Finally in Table XXXVII a comparison is presented of the costs of a commercial 
high rise office building in Montreal, Toronto, and Vancouver again in 1965 and in 
1970. As in the case of the school in Toronto and of the hospital in Vancouver 
large increases in total construction costs in building high rise commercial office 
structures in these two cities and in Montreal over the five years from 1965 to 
1970. Again labor costs increased most in all cities although the rise was 
significantly less in Toronto due in part to the greater introduction of important 
design and technological changes during the period in that compared with the other 
centers. A decline in profits occurred in Vancouver due in part to a prolonged 
shutdown connected with negotiations of renewed collective agreements in that 
year. 


TABLE XXXVI 


Cost Profiles of a Commercial High Rise Office Building 
in Montreal, Toronto ‘and Vancouver, 1965 and 1970. 


Cost Component Montreal Toronto Vancouver 
Total Cost 
SNe MOL TTR Aan i et ep Ama 6,870,000 7,700,000 7,500,000 
Pestitmated 19/019 wel esnis. ca. «2 stad s 8,830,000 9,090,0004 9,220,000 
Buvresser.965-1970)$ 4 2 et ee cle 1,960,000 1,390,000 1,770,000 
RAR CA GRE cele reer ict ys ete ee (eee cs 29 19 24 


Component Cost 
Increase 1965-1970 


eatKSayOme yee. o Wi vses yihahs Ghee dl. th bear 54 36 49 
ERECT IRIS orp, rc sikh eect ase de eizles Eeaed « 21 12 18 
AVS TIDE PY AR Ge RN Sonne Rca agen Raat 32 19 pM 
Lael OTLEY eds ml elias pa ee Nl tell ae heel 15 11 —16 


1965 1970 1965 1970 1965 1970 


ES OREN airy Fil A ont tes oth Sr, es 22 26 23 aM | 22 27 
TEN TIOGA a aR RR nt en ie 68 67 64 69 65 
PIVEN CAG UM ese hy te ee 4 4 6 6 5 5 
Protite ae Toe hel OVO TI, de 2 ez 5.5 3.3 4.3 2.9 


4In the Toronto cost profile, the relatively low increase in end-product price is in part 
explained by the inclusion of design and technological changes. This suggests that design and 
technological changes are significant costs over time and that the traditional cost-profile 
approach tends to overestimate cost increases when it does not allow for these factors. 


bThe percentage increase in costs over a particular time period is very much influenced by 
the economic climate existing during the beginning and terminating years. The year 1965 for 
example, was considered nationally to have been a good construction year as the construction 
boom was just under way and profits were high, but Montreal was experiencing some slackness 
in demand in the first two quarters of the year relative to Toronto and Vancouver. On the other 
hand, 1970 was considered to be a bad year nationally, but in Vancouver it was considered a 
disaster with the six-month shutdown in the industry. The percentage increase in total costs 
from the first quarter of 1965 to the first quarter of 1970 would have been greater in all three 
cities if the economic climate of the terminating years had been reversed; and Montreal would 
have shown less of an increase in total costs in comparison with Vancouver, if the former had 
started the period with a relatively good year and terminated with a relatively poor year. 


“Includes sub-contractors’ equipment, overhead and profit. 
General contractors only. 
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Main Survey Findings 


It should be noted that in interpreting the results of these non-residential building 
analyses that there are obvious inconsistencies between the different cost profiles 
with respect to how costs are allocated between direct costs and overhead. Added 
complications were the reluctance of construction firms to provide per unit profits 
and the wide range of profit margins used by different contractors. Nevertheless 
percentage increases in end product prices and costs for the period are broadly in 
line with information available from government and industry sources. The 
increases in end product prices from 1965 to 1970 range from 23 per cent for a 
hospital in Vancouver to 29 per cent for a high rise office building in Montreal. The 
economic climates during the beginning and terminating years greatly influence the 
percentage increase in any temporal analysis. The combination of a high demand 
climate in 1965 and a relatively sluggish one in 1970 tended to minimize the 
percentage increase in end product prices over the period. The percentage increase 
in profits is influenced even more as profits tend to move up quickly during an 
upturn in building activity and drop quickly when demand turns down. In point, 
profits in the cost profiles increased over the five years by not more than 15 per 
cent and in one instance declined. 

Generally, the significance of labor cost in total construction costs increased in all 
three non-residential cost profiles over the period 1965 to 1970 while the materials 
and profit components correspondingly decreased. Wage rates increased faster than 
material prices from 1965 to 1970 and profit margins in 1970 generally reflected 
the sluggish demand environment prevalent in most areas of building construction 
in contrast to the relatively high demand and high profit margins being experienced 
in 1965. Movements in the unit costs of labor and materials, however, reflect not 
only movements in wage rates and prices but also productivity gains. Given a 
relatively high rate of increase in labor costs there is an incentive for buildings to be 
designed to minimize labor. An example of this is the use of prefabricated 
materials, thus substituting lower cost factory labor for higher cost on-site 
construction tradesmen. Building design has moved in this direction but this 
variable has not been incorporated in the cost-profiles. Also, one cannot be 
confident that all productivity gains accruing from an improvement in the quality 
of labor, better management of work flow, and improved material design over the 
period are reflected accurately. 


Broad Conclusions 


From this extended analysis of the impact of fluctuations in construction in 
Canada it has become abundantly evident that serious disturbances have continued 
to be felt not only by those within the industry but even more so by those outside. 
The rapid increases in construction costs and prices closely linked to increased and 
generally sustained demand pressures faced by the industry since the mid-sixties 
have been passed on to the clients served. These clients in turn have had the 
problem of covering these higher construction costs. In most cases this has been 
done by incorporating them into higher prices charged for goods produced or 


124 CONSTRUCTION AND INFLATION 


services provided. These increased prices have added significantly to the inflationary 
pressures in the economy. 

The higher prices and costs in the economy have been stimulated also, and often 
in a more direct fashion, by the pattern setting influence, or “rub-off’’ effect on 
other sectors, of higher property values, financial charges and wages and salaries 
associated with the excessive demand conditions in construction. The effects of 
these and related increases have varied from area to area across the country but 
aside from their frequently chaotic local influences their overall impact has usually 
been to buoy up and maintain expectations of more inflationary pressures still to 
come. This has been done, moreover, even in the face of the essentially new 
phenomenon of increasing unemployment taking place at the same time. 

It is apparent also that the upward movement of construction prices and costs 
over the past decade not only has been generally maintained but also has been 
pronounced. This is in contrast to the tendency of both prices and costs to move 
more slowly in the reverse direction when market conditions in some areas of the 
country have become unfavorable. This downward cushioning effect has not been 
observable to the same extent in the case of profits. 

The far reaching consequences of the largely unbridled fluctuations in con- 
struction operations observed in this chapter pose increasingly serious problems for 
the industry and the economy. This leads to an examination in chapter four of 
possible types of action to cope in a more deliberate manner with the difficult long 
standing problem of instability in construction activity. 
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chapter four 


ACTION TO ACHIEVE GREATER STABILITY 


There are no simple or easy steps that can be taken to achieve stability in 
construction operations in Canada or in most other countries. Were this not so the 
uneveness in the flow of work and its many resulting problems would have been 
reduced if not removed long ago. Why then should attention be focussed on 
fluctuations in building activity today when in spite of some periodic attempts to 
deal with them, their basic character and extent have been taken for granted over 
the decades as part of the normal course of events by contractors, architects, 
building tradesmen, clients and governments? 


Several developments make a changed approach possible today. In the first place, 
the consequences of instability in construction stemming from sharp and sustained 
excess demand pressures in some areas and from equally serious reverse conditions 
in others, have produced many visibly disturbing effects on the economy over 
recent years. These effects have become more serious when as in the late 
sixties and early seventies cyclical excesses have ceased to be self-correcting 
and inflationary price and income rises have continued even in the presence of 
unemployment and slackness in several regional and industrial sectors of the 
economy. From the standpoint of governments, the more general problem is of 
course the presence of cyclical instability in the economy asa whole. Any measures 
they take to reduce fluctuations in their own construction programs and in the flow 
of all construction work must obviously be fitted into this broader context. To the 
extent, however, that reductions can be achieved in construction peaks and valleys, 
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this is likely to have a positive influence on stability elsewhere in the economy. The 
reverse is also true.! 

Secondly there are increasing numbers of contractors and union leaders who are 
recognizing that instability of work underlies many of their immediate industrial 
relations, cost and productivity problems and that until this basic issue is handled 
effectively there is little chance of tackling these other problems satisfactorily. 
Closely related to this is a growing realization on the part of those on both sides of 
the industry that many of the interests of each cannot be sharply separated from 
the other or from those of the wider community. Thus more employer and union 
leaders are becoming convinced that the best way to advance their interests and 
those of their respective groups is to take a more overall view.” 

Still another important development is that governments, which, as is now 
generally accepted, must assume the major responsibility for the smooth functioning 
of the economy, are gaining more experience in designing and carrying out 
broad economic policies. As this is occurring all groups in the country are 
recognizing, although some still reluctantly, that co-ordinated advance planning 
when carried out in an orderly and open fashion, and with ample opportunity for 
democratic participation by those most directly involved, can advance rather than 
retard general economic and social welfare. 

Were it possible to achieve stability in the economy generally the problems 
confronting the construction industry would obviously be greatly reduced, but 
even then the task of bringing about greater stability in construction operations 
remains a formidable one. This arises partly from the highly complex, varied and 
widely dispersed nature of the operations themselves. It springs also from the large 
number of individuals, trades, professions, and other groups directly involved in 
construction; from the even greater number and variety of persons and groups 
demanding their services and, not least, from traditional attitudes towards 
established industrial practices and roles adopted by employers, workers and public 
bodies. These attitudes alter slowly even in a time of rapidly changing technology. 

There is, though, today a growing recognition in Canada that instability in 
construction no longer need be regarded as inevitable. It is thus both timely and 
important to explore the types of measures that appear to offer the best chance of 
bringing about a more even flow of construction operations. Among these, two are 
singled out for special attention. The first is the need for fuller and co-ordinated 
information on planned future construction. The second is the possibility of 
developing a broad employment security program. These will be discussed in turn. 
Consideration will be given later to complementary or supplementary steps that 
might be taken. 


‘For a time in the middle sixties many economists thought steady growth in the economy 
would bring with it full employment and that structural and supply problems should be the 
main focus of attention. As a result there was a tendency to pay inadequate attention to 
indicators of current and longer-run instability, notably the excessive demand pressures that 
were then building up in the economy and which in turn led to new cyclical disturbances. Cf. 
Inflation, Unemployment and Incomes Policy, Final Report, Prices and Incomes Commission, 
Ottawa pp. 11-19. 


2A concrete example of this broader approach is to be seen in the far reaching proposals 
developed by the Joint National Policy Committee of the Mechanical Contracting Industry in 
1970. See Appendix C. 
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Planned Future Construction 


As already pointed out detailed information is now regularly assembled mainly 
through public agencies on the principal types of current construction in Canada. 
This is either channelled to, or collected in the first place by, Statistics Canada 
where it is consolidated, analyzed and issued in monthly and annual publications.* 
Some information on anticipated expenditures over the coming year is also 
assembled as part of annual and semi-annual Investments Intention Surveys 
conducted by Statistics Canada, the Department of Industry, Trade and Commerce 
and the Economic Council of Canada. These surveys represent an important 
beginning in acquiring, analysing and making available in a systematic manner key 
data on construction projects that are presently underway. The surveys need to be 
broadened and extended to cover a longer future time span. 

Specific proposals for closing gaps in existing surveys and for evolving reliable 
projections of major types of future construction by principal areas of the country 
were developed by an Interdepartmental Working Party in the Government of 
Canada convened in 1971. These proposals set forth in a paper prepared in the 
spring of that year are included in Appendix E below. 

Brietly, it is suggested that pertinent data on all major private and public 
construction projects be assembled quarterly by Statistics Canada covering those 
currently underway and those not commenced but on which firm decisions to 
proceed have been taken. All clients, particularly those who contemplate major 
construction undertakings, should be urged to advance their planning so that as 
firm information as possible would be available on these projects from 18 to 24 
months before expected starting dates. Many government and private bodies are 
now forecasting expenditures up to five years or more in advance so that more 
reasonably firm decisions can be expected today about construction projects to be 
commenced 18 to 24 months from now than were made a few years ago. Where 
desired information about future projects could be submitted on a confidential 
basis, until the construction plans were made public. The information assembled 
could then be analyzed by broad types of construction and for each of some 25 of 
30 principal construction market areas across the country. 

This stream of data covering major projects currently underway and those 
definitely planned to commence within two years, could be supplemented by 
projections of all other construction likely to be undertaken over the next 18 to 24 
months, again for broad types of construction and for each principal area. These 
projections could be based on a continuing analysis of the detailed information now 
supplied on current construction operations. 

The results of the analyses of the larger projects and the projections of others 
could then be combined in a form which would preserve the anonymity of 
individual operations, where this was desired. As soon as the survey and projection 
techniques were developed and proven, data on the expected levels of construction 
activity might be issued on a regular quarterly basis. The availability of these figures 
while of general interest would prove particularly useful in alerting clients and 
governments to the probable patterns of construction over the coming year and one 


3See Appendix E. 
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half to two years. The consolidated information on expected Operations would 
permit them to consider whether any changes should be made in their planned 
construction programs. Private firms which determine their capital investment plans 
on the basis of internal firm or industry market outlooks might be unlikely to alter 
their project plans without substantial incentives or some form of broadly 
acceptable control or permit mechanism. Public bodies, on the other hand, usually 
sensitive to the impact of their investment decisions on business activity and on 
employment might be more likely to adjust their future construction programs in 
the light of what appeared best for all concerned. Although there would continue 
to be resistances to adjustments of construction programs, especially in the light of 
political considerations, governments would no doubt be more influenced in this 
respect by discussions with contractors, unions and other interested bodies armed 
with data on expected future construction than they would be otherwise. The types 
of adjustments made would obviously vary from time to time. In some cases they 
might involve advancing the starting dates of projects in areas where it had become 
clear construction was expected to be slack over the period in question. In other 
areas where excessive demand conditions were contemplated, it could mean 
delaying projects. 

There would undoubtedly be objections from some quarters to such an orderly 
attempt to collect and disperse essential information on future construction. Such 
objections could be expected to dwindle and disappear when it becomes clear as it 
likely would, that the overall benefits to the construction industry and to the 
economy made the effort well worthwhile. Obviously to achieve maximum results 
the full co-operation of all public and private clients of the construction industry in 
all parts of Canada would be required. This would involve supplying advance 
information and responding appropriately in the light of the total anticipated 
program of building as knowledge of this became available, and where such action 
did not work a serious hardship on those directly concerned. To facilitate such 
adjustments and to ensure that they were made in a co-ordinated fashion it would 
likely become necessary to establish a central construction clearing office in Ottawa 
for Canada as a whole and perhaps also one in each province or region. This office 
which might concentrate on those functions outside of data collection and analysis 
would need to operate separately from Statistics Canada. Obviously though it 
would have to maintain a close association with those directly involved in 
collecting, analysing and issuing the basic statistical data on current and future 
construction. The office could be set up initially by the government but it might be 
preferable, in order to ensure the fullest possible measure of co-operation from 
both private and public establishments, for it to operate as an independent body 
answerable only to Parliament and to the Canadian public asa whole. As a further 
means of encouraging participation and support from all groups involved its board 
of directors might be composed of persons named by contractors, unions, clients 
and governments with representation also from professional associations and the 
public. An independent person might serve as chairman of the board. 


During recent years clients of the construction industry have become acutely 
aware of rising costs on capital projects. In some cases they have realized that their 
own demands on the construction industry have contributed to these rising costs. 
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These demands have included a failure on occasions to appreciate the consequences 
of poor timing either in starting or completing major projects. They have involved 
frequently too an insistence by the clients on finishing by specified dates regardless 
of additional overtime and other costs that may have to be incurred by them. Such 
experiences, which may contribute to final project prices much higher than those 
originally planned, have been an important element leading to the formation of 
both formal and informal client associations. One of these is the Owner-Client 
Council of Ontario established formally in 1970 as an advisory body to the Ontario 
Federation of Construction Associations. Similar steps are being taken in other 
parts of Canada to review critically client practices and to consider action that can 
be taken individually and collectively to check rising construction costs. There has 
also been a growing tendency stimulated largely by rapidly mounting construction 
costs for more firms to undertake major renovation and repair jobs with their own 
employees rather than to contract the work to regular construction companies. 
Such owner executed construction projects may well involve some employees not 
normally engaged in building operations. In 1971 for example extensive renovations 
at the steel plant in Sydney, Nova Scotia, were undertaken by regular personnel 
many of whom were steel makers and members of the local Union of United Steel 
Workers. The firm avoided some of the accelerating construction costs and the 
regular workers remained on payroll rather than running the risk of becoming 
unemployed during the period the plant changeover was in progress. 

Governments, too, have indicated an increasing interest and concern about 
construction costs and the factors giving rise to them. The current study of cyclical 
instability in construction, begun in 1972 by the Economic Council of Canada at 
the request of the Federal Government, is one indication of this increased interest.* 
Another was the positive response by the federal and provincial Ministers of 
Finance to a proposal made by the Prices and Incomes Commission at a joint 
meeting in Ottawa in December 1970, that the question of assembling fuller 
information on current and future construction projects be examined in depth by a 
working committee. Subsequently after an Interdepartmental working party had 
been convened, a progress report was submitted in April 1971 to the Continuing 
Committee of Officials on Fiscal and Economic Matters. This report, substantially 
as presented in Appendix E below, was favorably received by both the federal and 
provincial representatives on this Committee. There was also an expression of 
willingness on their part to extend full co-operation to Statistics Canada in 
supplying information required on current and future construction activity. 

Since these exploratory discussions during 1971, Statistics Canada in association 
with other federal and provincial agencies, firms and other bodies has extended the 
scope of its surveys of current construction and of major future projects. It has 
been developing also practical procedures for making reliable estimates of all future 
activity in the principal construction categories and areas of the country. 

More comprehensive knowledge of construction operations now in progress and 
of those to be undertaken in the foreseeable future clearly has wide potential 


4The Economic Council earlier in its Annual Reviews called attention to the need for 
greater stability in government expenditures on construction. Cf. Third Annual Review, 1966, 
p. 116 and Fifth Annual Review, 1968, p. 196. 
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economic and social importance. It can provide crucial intormation for orderly 
economic planning and policy formulation in many other fields. It is a sine qua non 
also of longer-run programming in construction including manpower planning, 
technical, trade and professional training and the deployment and utilization of 
human and other resources. Improved knowledge of current and future construc- 
tion activity is, moreover, a requisite for other more specific programs to 
counteract instability in the industry. 

Those who have a large investment in the industry, whether they be tradesmen 
with skills acquired over many years or contractors who have carefully organized 
and developed their businesses, have a legitimate claim on a reasonable degree of 
security of employment. The fact that large numbers of these persons and others 
associated with the industry do not now have such security has been demonstrated 
in this study. Although sporadic efforts have been made to offset their insecurity, 
they and their families have suffered. The economy and society have also suffered. 
Moreover, nearly everyone has had to pay dearly on occasions through higher 
building and other prices and costs resulting from excesses taking place in 
construction markets. 

The employers and workers who have taken advantage of these excesses in the 
past can scarcely be blamed since this is what has normally been expected of them. 
But today we face a wider question. Should these excesses be permitted to continue 
or should they be harnessed in a manner that better serves the interests of the 
industry, the community and the economy as a whole? Effective measures to 
channel the flow of construction work and to ensure a greater measure of 
employment security for those in the industry cannot be taken, however, without 
cost. At the same time this cost must be weighed against the still larger cost in both 
human and economic terms that results from allowing such instability to persist. 
Thus the answer to the question is now becoming clearer; — we cannot afford to 
postpone any longer a determined attack on the problem of instability in 
construction operations.° 

There are steps that can be taken to effect a major change in the situation. One is 
to adopt as some countries have done a tight permit system which would control 
the amount and nature of construction operations from year to year and from 
season to season on a national, provincial and area basis. Such an approach if 
broadly accepted would conceivably achieve the over all stability goal desired. This 
might be realized, moreover, reasonably quickly but it would require additional 
administrative machinery and would likely involve some loss of freedom of action 
especially on the part of those associated with the industry. 

Another approach is for the parties directly involved to develop incentives strong 
enough to effect a radical change in the flow of construction operations and thus to 
ensure a reasonable level of employment security for everyone permanently 
attached to the industry. Employment guarantees under such a plan would 


SIt is not suggested here or elsewhere in this study that the reduction of instability in 
construction operations would in itself remove instability in the economy generally. Rather it is 
stressed that effective action taken in this sector would reduce significantly the types of other 
action needed to maintain stability in all sectors, including fiscal and monetary measures, 
positive manpower and industrial relations programs, and well conceived trade and industrial 
plans, with or without a broadly conceived prices and incomes policy. 
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themselves provide a powerful stimulus to increased stability in construction 
operations generally. This would represent a positive attack on the underlying 
problem — the costs of which must otherwise continue to be paid by those directly 
affected and by the whole of society. Such an approach, in keeping with our 
democratic traditions, is explored more fully in the next section. 


Employment Security Program 


In addition to the development of fuller information about future construction 
activity the creation of a broad employment security program as a second major 
step offers some promise of both effective and acceptable action in reducing the 
crippling consequences of construction instability. 

Such a program would require the joint participation of all those associated with 
the construction industry. This would mean the active involvement of contractors, 
contractors’ associations, workers in all trades and professions, unions, clients of 
the industry and government on all levels. To ensure such involvement and also 
wide acceptability of the program both its outlines and essential details would need 
to be worked out by the four principal groups concerned, namely contractors, 
unions, private clients and governments. This would mean that the procedures 
required, including financial incentives, were developed by those to whom they 
would apply and hence would more likely be generally acceptable. 

It would need to be recognized also that action under the program would have to 
be far-reaching, comprehensive and bold. The stubbornness and deep-seated nature 
of the problem of instability will yield to nothing less. Clearly too, fuller knowledge 
is required of future as well as current broad categories of construction operations 
on an area basis. Fortunately, as already noted, positive measures are being taken to 
help meet this need. 

While agreement on the broad characteristics of an employment security program 
by both sides of the industry, its clients and governments may be reached relatively 
easily and quickly, spelling out its provisions in specific, practical and acceptable 
terms is likely to be more difficult. To help encourage consideration of possible 
directions such a program might take some tentative proposals formulated early in 
1972 and included in a paper entitled, “Action to Bring About Greater Stability in 
the Construction Industry”. This paper is reproduced in Appendix F in an amended 
form following a number of helpful observations received from contractors, union 
leaders, clients, government representatives and others over the intervening months. 

In essence, it is suggested that an employment security program might be built 
around a form of guaranteed employment for those who have established a 
permanent connection with the construction industry. The emphasis is placed 
deliberately on employment since an enlarging of employment opportunities over 
time is regarded as the immediate objective of the program. Where reasonable 
annual employment or training cannot, however, be provided under the guarantee, 
an income supplement it is suggested should be paid from an accompanying 
employment stability fund, properly related to the existing Unemployment 
Insurance Program. 

To arrive at a reasonable level or levels of guaranteed employment the estimates 
presented in chapter three of average employment of all construction workers are 
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used. These data are presented in summary form in Table XXXVIII for Canada and 
for each of the five major regions of the country. For convenience the total 
numbers registered with the Unemployment Insurance Commission as working in 
the construction industry are grouped into four time periods according to the 
length of their annual employment in each case. Those in Period I worked from one 
to 20 weeks; those in Period II from 21 to 32 weeks; those in Period III from 
33 to 44 weeks and the remainder in Period IV from 45 to 52 weeks.® 

Those falling in Period I, estimated for Canada as a whole in 1968 at 67,000 or 
18 per cent of the total, might be regarded as having demonstrated too slight an 
attachment to the construction industry to warrant any future employment 
guarantee. They are essentially “‘in and outers” whose principal activity in the year 
in question, lay outside of construction. In many instances they would have an 
opportunity, of course, to establish a longer association another year but until they 
did so, they might be regarded as not yet having special employment security claim 
on the industry. 

On the other hand all those falling in Periods II, III, and IV might receive 
employment guarantees provided they met the other conditions laid down. 
Initially, at least, until some experience were gained under the program, two levels 
of employment security might be introduced. A first, or lower guarantee, might be 
set at 33 weeks per year for all those who had an experience record of between 21 
and 32 weeks of employment in construction over the previous year or four 
consecutive quarters. In 1968 there were an estimated 63,000 workers in Canada in 
the construction industry, or 17 per cent of the total, in Period II to whom such a 
guarantee might apply. A second, or higher employment guarantee might be set at 
45 weeks per year. This could apply to all those who had an experience record over 
the previous year of four consecutive quarters, of 33 weeks of employment or more 
in the construction industry. Again in 1968 an estimated 86,000 or 24 per cent of 
all construction workers in Canada, fell in Period III namely 33 to 44 weeks. The 
remaining 146,000 or 41 per cent were in Period IV with 45 weeks and over. This 
second or higher guarantee would be open to all those in Periods III and IV but 
being set at 45 weeks it would be inoperative of course for all of those who 
continued on this or on a higher level of annual employment. Special incentives 
might be included to encourage winter employment and employment in remote 
areas. Similarly, disincentives might be provided to discourage overtime except 
where it is imperative. 

The two proposed levels of guaranteed employment might be merged at the 
beginning or later into one level at 45 weeks, or at some other mutually acceptable 
figure. Whether a program were introduced initially on a regional, provincial basis 
or on a national basis, a single employment guarantee of 45 weeks assuming it 
applied essentially to those in Periods II and III, would cover 48 per cent of all 
workers in the Atlantic Provinces, based on the 1968 estimates in Table XXXVIII. 
In the Prairie Provinces it would cover 44 per cent; in Quebec 42 per cent; in British 
Columbia 40 per cent; and in Ontario 38 per cent. Such regional differences in the 


6 These time periods could be expressed in approximately alternative terms as I: one to 839 
hours or one to 4.5 months; II: 840 to 1319 hours or 4.5 to 7.5 months; III: 1320 to 1799 
hours or 7.5 to 10.5 months; and IV: 1800 to 2080 hours or 10.5 to 12 months. 
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average levels of existing employment security of construction workers would 
obviously have to be considered in determining realistic minimum employment 
targets under such a program. A 45-week minimum duration ot employment tor 
those covered by the second or higher annual employment guarantee is equal to 
approximately 10.5 months per year or 1800 hours at 40 hours per week. This 
would be regarded by many workers in the industry in Canada as a reasonable 
objective. It could only be achieved, however, with a moderation in wage rate 
increases compared with those during most recent years and with significant 
changes in current attitudes and practices on the part of employers, workers, clients 
and governments. 

Beyond this it would likely be necessary to establish an employment security 
fund as a back up to the employment guarantees. Such a fund, as suggested in 
Appendix F, would itself promote increased stability in construction operations 
though providing incentives to those contributing to its creation and maintenance. 
Clients and firms which improved their continuity of employment record might 
receive tangible recognition of their achievement in reduced contributions to the 
fund. Alternatively, those with poor work records or which required unwarranted 
periods of overtime employment might be penalized. 

It would probably be necessary to set forth in legislation the basis on which an 
employment security fund might operate including its relation to the existing 
Unemployment Insurance Program. This could be done either on a provincial or 
federal basis after the broad terms had been worked out and agreed upon by the 
parties concerned. These and the other provisions including those covering the 
conditions under which employment or income in lieu of employment or training 
might be guaranteed, the specific financial contributions by employers, workers and 
clients to an employment stability fund and the types of related action which each 
of the four principal parties involved might take to help ensure the success of the 
employment security program would need to be carefully worked out in writing 
and jointly approved. Some of the provisions would probably not need to be 
included in enabling legislation but they would constitute, along with the 
legislation, the basis on which a program might be administered. An independent 
body established under statutory authority, might be charged with responsibility 
for the administration. This body, might in turn be made responsible to a senior 
advisory agency composed of representatives of contractors, construction unions, 
private clients, governments and the general public. 


Other Measures 


It has become apparent from the above analysis that a prerequisite for effective 
action in reducing the wide year to year fluctuations in construction operations is 
substantially improved information on the nature and extent of current projects 
and of those planned to start in the near future. Equally it is clear that instability in 
construction has taken a heavy toll in human terms through employment insecurity 
and that one way of tackling the problem is for those groups most directly 
concerned, namely contractors, unions, clients and governments to develop jointly 
an acceptable and workable employment security program. In addition to these two 
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basic approaches other measures can make a contribution to achieving greater 
stability in building activity and in the economy generally. 

One of these measures is the extension of well planned land assembly and 
development programs. These have increased in number and size in several urban 
areas throughout Canada in recent years. Frequently they have been publicly 
financed and have provided those purchasing land for both home and commercial 
purposes with much lower cost properties than would have been the case had land 
values been left open to the speculative pressures emerging from and contributing 
to inflation since the mid-1960s. By acquiring land in substantial quantities for 
future residential and non-residential needs, not only zoning plans but those related 
to the timing of new construction, can be more carefully developed. With direct 
public expenditures on construction in Canada amounting in most recent years, as 
will be seen in Table XXXIX to over one third of all expenditures, and influencing, 
it is estimated, indirectly another 25 to 30 per cent of the total, governments on all 
levels are clearly in a position to exert a strong influence on the nature and timing 
of construction operations. 


TABLE IXL 
Estimated Annual Expenditures on Construction by Private Clients, Canada, 1967-1972° 


1967 1968 1969 1970 1971 1972 


($ millions) 
Private: 
Business Enterprises 3,600 3,600 4,100 4,400 4,890 4,920 
Percent 31 30 31 32 31 30 
Institutions and 
Housing 3,400 3,900 4,600 4,300 5,200 5,560 
Percent 29 32 35 32 33 ai! 
Public: 
Government Departments? 2,200 2,300 2,400 2,600 2.960 3,100 
Percent 19 19 18 19 19 19 
Government Owned® 
Enterprises 1,500 1,400 1,200 1,400 1,670 1,920 
Percent 13 11 9 11 11 12 
Government Operated 
Institutions and 
Housing 900 1,000 900 900 9,030 920 
Percent 8 8 1 6 6 6 
TOTAL 11,600 12,200 13,200 13,600 15,650 16,420 


* Actual expenditures on new construction and repairs, 1967 to 1970 actual expenditures 
(preliminary) 1971; intended expenditures, (revised) 1972. 

Includes data for departmental Crown corporations and excludes data for proprietary 
Crown corporations which are all classified as Government Owned Enterprises. Agency Crown 
corporations, on the other hand, are classified in part under Government Owned Enterprises 
and in part under Government Departments. 

“Includes, in general, government owned establishment whose principal source of revenue is 
deriyed from the provision of goods and services to the public. 

Includes only federal government housing and provincial and municipal hospitals and 
educational institutions. 

Source: Private and Public Investment in Canada, Outlook 1972, Statistics Canada and 
Department of Industry, Trade and Commerce. 
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Another important step which has a bearing on both construction costs and 
productivity and hence can make a contribution to reducing the variations in them 
and in construction operations generally is the development of improved building 
standards. Fortunately progress is being made in adopting revisions in the National 
Building Code. Outdated local and provincial building standards are being removed 
and greater uniformity in building practices is emerging. Further action in 
standard setting is needed in both Canada and internationally. Closely related to 
building codes is the need for attention to the quality of work performed and to 
safety both for their own sake and for the positive influence they can have in 
increasing productivity, raising living standards and reducing costs.” 

A further key area affecting construction costs and stability which requires more 
attention is action to reduce the wide fluctuations in financing changes on new 
investment and on existing properties. The federal and provincial governments, 
under the National Housing Act and other legislation, have helped to moderate 
these charges through large infusions of public funds and through providing an 
improved credit base for many home owners, farmers and other business operators. 
Other forms of effective action need to be expiored which, while continuing 
to permit free initiative in this important field, will ensure that it, in fact, 
contributes to the overall task of achieving stability rather than tending to 
exacerbate the opposite condition. 

Each of these measures suggest that action to cope effectively with instability in 
construction operations requires a much more global view of the industry and of 
the economy than most Canadians have been accustomed to in the past. Individual 
contracting firms and unions have been able at various times to take full advantage 
of their strong positions in the market with little or no regard for the consequences 
of their separate or joint actions on their communities, their industries or the 
economy as a whole. Such actions have not been condemned because they have 
been broadly accepted in the past as the common pattern. They are now being 
seriously questioned, when examined from a broader and longer-run point of view. 


Final Conclusions 


This study has demonstrated that market forces in the construction industry 
when left to themselves produce exesses leading to wide year to year and seasonal 
fluctuations in the volume of construction and employment. It has been in the year- 
to-year rather than in the seasonal swings that the boom and bust element has 
chiefly occurred. The swing of the market pendulum has obviously profitted and 
harmed certain individuals more than others. Some associated with the industry in 
employer and worker groups have both gained and lost from the market 
fluctuations but more often those able to protect themselves have tended to gain 
much of the time or at most have been harmed relatively little. Meanwhile, others 


7In Britain the National House Builders Registration Council performs a service in 
maintaining and improving standards. Through its own body of inspectors the Council strikes 
off its register firms which after due warning fail to improve their standards of construction. 
Expulsion serves as a strong sanction since Building Societies which provide most of the 
residential financing in Britain will not lend money on new properties which do not have a 
National House Builders Registration Council Certificate. 
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in a relatively weak position have suffered severely. Society and the economy 
generally, moreover, have had to pay much of the price involved. 

There are two further points which this study has demonstrated. First, the 
consequences of these market excesses in construction cut both deeply and broadly 
into the whole fabric of the economy. Second, Canada can no longer leave these 
underlying market forces unexamined, the basic questions they pose unanswered, 
and the policies required in the interests of all, undeveloped. 

Looked at in a wider setting, industries and governments have both tended in 
the past to expand their capital investment programs during periods of buoyancy or 
expected buoyancy in the economy, and to contract them when less prosperous 
conditions prevail or are anticipated. Some governments have attempted, in more 
recent years, to moderate their actions in this regard and to use construction 
expenditures as an instrument for regulating excessive pressure or slackness in the 
economy. On occasions these latter efforts have had a positive influence but they 
have not been on a large enough scale, or sufficiently well directed at those sectors 
or geographic areas of the economy most needing attention, to produce widespread 
stabilizing effects. Thus, in Canada, while strong demand conditions persisted in 
much of the economy throughout the sixties, the value of all construction work 
performed, expressed in both actual and constant dollars, increased each year. The 
resulting market pressures were compounded by the sharp year-to-year fluctuations 
occurring within the total investment program, in residential building, non- 
residential building and industrial construction. Pronounced peaks and valleys, the 
record shows, were moreover, a common phenomenon in many local construction 
markets and regions across the country. 

From the examination made of the nature and extent of these inflationary 
pressures in various settings and of their impact on the economy, it has become 
clear that construction market forces, whether these relate to financing charges, 
land values, wages and working conditions or building materials and supplies, are 
deeply affected by extreme fluctuations in demand and supply. Attempts, 
moreover, to restrain increased prices and incomes without tackling the basic 
disturbances in the market, it is equally clear are bound to have a minimal impact. 

Thus it is concluded that deliberate, far-sighted and courageous measures are 
needed to bring about a more even flow of construction activity and employment. 
Such measures, some of which are suggested in this final chapter, call tor more 
advanced and co-ordinated planning by governments and by the private ana public 
clients of the industry. Equally they require new approaches and attitudes and the 
discarding of some old ones on the part of construction employers, tradesmen and 
professional personnel to achieve increased employment security for all those 
dependent on the industry. Changes will not be easy to achieve nor will they come 
quickly. They will be realized only with serious and strenuous efforts by each of 
the parties involved. Effective steps taken to bring about greater year-to-year and 
season-to-season stability in the construction industry will, however, go a long way 
towards restraining and reducing the inflation generating pressures that have been 
plaguing Canada and many other countries for some time. Such action, at the same 
time, will make a positive contribution to the achievement of stability in the 
economy generally. 
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APPENDIX A 


SUBMISSION BY THE JOINT COMMITTEE OF THE PIPING INDUSTRY 
ON PRICES AND INCOMES! 


The Joint Committee wishes to support the Prices and Incomes Commission in 
its efforts to combat inflation. However, it takes a great deal of courage for 
representatives of labor and management of an industry to meet to discuss a subject 
as sensitive to both parties as wages and profits. For this reason, general areas of 
agreement were first established before examining wages and profits. 


1 This Submission, dated May 8th, 1970, was presented to the Prices and Incomes 
Commission in Ottawa on June ist, 1970, after receipt of the following letter also dated May 
8th, from the Joint National Committee of the UA/CPMCA (United Association of 
JoOurneymen and Apprentices of the Plumbing and Pipefitting Industry of the United States of 
America and Canada/Canadian Plumbing and Mechanical Contractors Association). The name 
of the latter body was later changed to Canadian Mechanical Contractors Association. 


“Dr. J.H. Young, Chairman 
Prices and Incomes Commission 
OTTAWA, Ontario 


Dear Dr. Young: 


A meeting of a Joint Committee of representatives of the United Association of Journeymen 
and Apprentices of the Plumbing and Pipefitting Industry and the Canadian Plumbing and 
Mechanical Contractors held February 23rd and 24th, 1970 in Montreal, heard a brief resumé 
of the conclusions of the National Conference on Price Stability through the mechanical 
contractor representative at that meeting, E. Twizell of Montreal. 


We were also informed that you would meet with representatives of our Joint Committee at an 
early date. It was a unanimous feeling of the Joint Committee that there would be a great deal 
of value in labor and management meeting to see if there was a common ground or area of 
agreement, briefs by the Canadian Construction Association and the Canadian Labor Congress 
notwithstanding. 


(Continued on next page) 
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AREAS OF GENERAL AGREEMENT 
1. Working Conditions: 


It was generally agreed that good working conditions are conductive to greater 
production and provide for greater safety. 


2. Training and Manpower Planning: 


The Committee is convinced of the advisability of Joint Training and Manpower 
Planning. It set the stage to reach an equilibrium of the workforce against supply 
and demand, updating technology, and development of skills for greater 
employment. The supervisory force can by given special training which greatly 
enhances the efficiency of the job. 


3. Marketing: 


The expansion and recession cycles in the post-war period has put tremendous 
strain on the industry. There is a need for well organized and aggressive market- 
ing activities to work towards a sustained and steady growth and to minimize the 
peaks and the valleys where, on occasion, in the past, the demands of the peak 
requirements for skilled labor are double those in the recession period. Reserves 
of skilled tradesmen of that magnitude are just not available.” 


Technology: 


There is general agreement that technology can bring about progress and that it 
must be accommodated. This Industry has had some reservations on certain 
packaging but is now working to provide a skilled workforce for manufacturing 
and prefabrication and has entered into agreements with several manufacturing 
firms of plumbing products. 


Lack of Co-ordinating and Scheduling of Construction: 


It is recognized there are many difficulties, on the part of the federal and 
provincial governments, utilities, and natural resource industries, in co- 
ordinating and scheduling of their respective construction projects to provide a 


The Committee has appointed as its delegation to meet with the Commission, the following 
gentlemen: 


E. Twizell, Montreal, CPMCA Director, 

E.H. Watson, P. Eng., Calgary. 

L. Martel, Ottawa, Business Manager, Local Union 71. 
I.R. St. Eloi, Vancouver, General Organizer. 


Yours very truly, P. Erhandt / for 


P. Erhandt/for M. J. Griffin 
R. Belanger Chairman 
General Organizer, U. A. UA/CPMCA Joint National Committee”’ 


The submission was received on behalf of the Prices and Incomes Commission by George V. 
Haythorne and George E. Freeman, Commissioners and Donald V. Brazier of the Prices Review 
Division. 


2 Wage Movements and Wage Determinants in British Columbia, John de Wolf. 
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more even and regulated demand on the construction industry. Regardless of the 
difficulties, herein lies some of the root causes of inflationary trends in the 
construction industry.° 


WAGES: 


Both parties agree that wage levels in the construction industry influence and 
escalate wages in the manufacturing and service industries. Both parties agree 
something has to be done to avert economic disaster. However, there are many 
considerations which need to be given to the matter. The construction worker 
sells his skills an hour at a time. When the contractor completes a project, the 
tradesman, other than key personnel, is often returned to the “shelf” until 
another project commences. This tradesman may very well sign on with a 
different contractor. Lack of job security and company loyalty are un- 
doubtedly reflected in wage settlements.* 

The workforce in this industry in Canada has good mobility and frequently 
the expansion of the natural resource industries in one or other of the 
provinces will pick up the slack. However, too often expansion of natural 
resources industries coincides with Government sponsored projects, thereby 
setting the stage for substantial inflationary trends in wages. There have been 
four occasions in the post-war period when this has occurred and we are now 
threatened with a fifth ‘peaking’. We will project the situation as it appears to be 
unfolding: Industrial activity in British Columbia, Saskatchewan and Manitoba is 
presently at a very low pulse with the result there is considerable unemployment 
in the trade. In Ontario, the overall construction picture is varied. Activity in the 
various union jurisdictions during the next twelve months will be good in 
Toronto, Hamilton, Ottawa, Kitchener, Windsor, Barrie and Sudbury. However, 
in the other thirteen (13) jurisdictions, activity is expected to range from fair in 
Port Hope, Pembroke, Sarnia and St. Catharines, to poor in the remaining areas. 
In Quebec, the outlook is poor, with New Brunswick and Prince Edward Island 
having only fair prospects. Cape Breton in Nova Scotia will have considerable 
activity and there is an estimated $50 million going into Stephenville and $130 
million into Come-By-Chance, Newfoundland. 

Alberta has several major gas plants scheduled for construction starting in 
early Spring 1970 and lasting through the balance of the year. The demands for 
pipefitters on these projects will more than pick up the slack in unemployment 
in the other Western Provinces. For example, we have learned seven of some 
nineteen projected gas plants will require in excess of 1,100 pipefitters. This 
explains then why these industries are offering incentives such as six and seven 
10-hour work days in order to acquire men. It is the Joint Committee’s opinion 
there is very little gain in construction production for the purchaser by offering 
substantial overtime and a great deal of harm can be done to the community as a 
whole. It is pretty difficult to ask a man to consider seriously curtailing wage 
increases when industry seems to be willing to pay these exorbitant wages. 


3 Ibid. 
4Construction Labour Relations. Carl Goldenberg and John H.G. Crispo, op. cit. 
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PROFITS: 


Contractors in the construction Industry work to a derived demand. If the 
Government, institution of an industry decides to make an addition or build a 
new plant, the construction industry sets about to bid on these projects. The 
contractor assembles the projected labor and material costs and knows he must 
be low to get the job! Earnings of the Mechanical construction industry are in 
an unhealthy state.° Efficiency in management, manpower planning, sustained 
market growth are some of the ingredients needed to effect reduction in costs. 
Traditionally, the contracting industry works on firm prices and many, many 
times are called upon to absorb increases in materials and labor. This has to be 
an anti-inflationary contribution. 


RECOMMENDATIONS: 


The Joint Committee of the Piping Industry would urge a conference, by 
region of federal and provincial governments, senior representatives of the 
forest, petroleum, mining, and utility industries to review inflationary 
influences on the whole of the Construction Industry with a view to restricting 
overtime on natural resource and government projects. Hopefully, such 
a conference might also investigate and recommend the steps necessary to im- 
prove economical planning to balance out supply and demand in the construc- 
tion industry. Both parties are agreeable to participating and assisting with such 
a conference. 


5°The Mechanical Contracting Industry 196 7, Statistics Canada, op. cit. 
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APPENDIX B 


RESPONSE OF THE PRICES AND INCOMES COMMISSION 
TO THE JUNE, 1970 SUBMISSION OF THE UA/CPMCA JOINT COMMITTEE? 


My colleagues and I appreciated the opportunity of meeting with the members of 
your Joint Committee in Ottawa on June Ist and I am pleased to be able to join 
your full Committee in Calgary today. 

We were impressed at the first meeting with the determination, on the part of 
those representing the Union and of those representing the Contractors Association, 
to take action on a number of joint problems you had identified. We were 
impressed too by the tangible evidence of your joint support of the efforts of our 
Prices and Incomes Commission to combat inflation. As you said this took courage 
on your part. Realizing this your actions are doubly appreciated. 

You set out a number of pertinent observations in your Submission to the Prices 
and Incomes Commission under what you called “Areas of General Agreement”. 
You will recall we discussed each of them in some detail. I shall not refer to them 
individually except to say that we followed up as promised with respect to overtime 
hours particularly on the construction of the new gas plants in Alberta. Since the 
meeting I have been in touch with Officials of the Alberta Department of Labour 
and am pleased Robert d’Esterre, Chairman of the Alberta Board of Industrial 
Relations, is with us today. 

With the support of both Union and Employer Groups, the Alberta Board of 
Industrial Relations has been able to make substantial progress in establishing 
reduced limits on hours of work in the construction industry. Bob d’Esterre will be 
telling you more about this no doubt, later. 


* By George V. Haythorne on behalf of the Prices and Incomes Commission, Palliser Hotel, 
Calgary, Alberta, July 7, 1970. 
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The other principal development that has taken place since our meeting at the 
beginning of June is the decision by the Prices and Incomes Commission to propose 
a number of criteria to bring about more reasonable levels of increases in wages and 
salaries over the coming year. 

The announcement of these criteria grew out of lengthy discussions within the 
Commission and with representatives of governments, unions and employers over 
several months. 

The proposed criteria really go back to the action taken at the National 
Conference on Price Stability in February, when a firm and rather far-reaching 
decision was taken by well over 200 senior representatives in key industries across 
the country, to check price increases during 1970. This decision, which in the end 
was unanimous, was not easily reached. 

At the same conference action was taken by representatives of major national 
fee-setting professional organizations to recommend to their provincial affiliates 
that increases in fees should be postponed or limited during 1970. In practically all 
cases the provincial affiliates have gone further in an effort to assist in an all out 
effort to contain inflation and have decided there shall be no increases this year. 

The Commission met with the Heads of all eleven federal and provincial 
governments after the conference in February. They endorsed the action taken to 
check price increases and promised a number of additional steps would be 
undertaken. 

These additional steps included examining what further action might be taken to 
introduce or strengthen rental reviews or controls. Since this meeting, four 
provinces have introduced amendments to their Landlord and Tenant Acts, 
providing for reviews of rent increases. 

The governments also agreed to exercise restraint in their spending, taxing and 
borrowing, keeping in mind that essential services would have to be maintained and 
that economic development should not be retarded. 

As a follow-up to these conferences in February, the Commission has undertaken 
a number of price reviews. As a result several important rollbacks in price have been 
made and in several other cases firms have agreed to reduce or not to proceed with 
contemplated price increases. 

The Commission also began, in March and early April, a public education 
campaign directed at Canadian citizens generally to help them understand the 
causes of our current inflation, its consequences, steps that have been taken to cope 
with it and further action needed to bring about price stability, economic 
expansion and increased employment. 

The combination of these various steps is having some impact on curtailing 
inflation and on promoting economic expansion although clearly more remains to 
be done before it can be said that the fight is won. 

The Commission has recognized from the beginning that there are many 
difficulties in the way of getting the recent high levels of wage and salaries increases 
reduced. One of the most serious of these is the wide-spread expectation that wages 
and salaries must be higher in order to offset increases in prices and costs of living. 

Gradually the message appears to be gaining acceptance that if price increases can 
in fact be brought down, the same real income can be obtained by Canadian 
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workers with a lower money wage or salary increase as would be the case with 
higher price increases and higher wage and salary increases. Moreover, under these 
conditions, since the economy as a whole benefits, all Canadians benefit too. 

There are other problems which confront union leaders, the membership they 
serve and employers. Collective bargaining is a bilateral operation and the results are 
public knowledge. This is not always the case as we know in reaching decisions on 
some other incomes and in determining some prices. 

It has also been the practice for union members and for workers generally to press 
for as high wages as they can get just as it is the general practice of employers to 
press for as high profits as they can get. In each case the efforts are usually backed 
up with as much power as possible. While it may be true that it is frequently 
through the exercise of power on both sides that differences are effectively 
resolved, a serious problem arises when the exercise of this power is in conflict with 
what is required in the economy as a whole. 

More and more, both those representing unions and those representing man- 
agement are I think recognizing that it is not in the interests of the economy or in 
their own longer-run interest to push their power beyond sensible limits. 

Concerned as it is with the serious consequences of the continuing flames of 
inflation, fanned as they have been by actions of all groups: governments, 
employers, workers and the general public, the Commission thought it would be 
helpful to propose criteria to apply in determining reasonable increases in prices 
and wages. It is this basic concern that has prompted us to take the steps we have. 

In the case of wages and salaries, it is proposed a wage which represents a 
combination of the average long-term annual increase in productivity of 2.5 to three 
per cent and a reasonable expectation of the increase in the cost of living during the 
coming year of from three to 3.5 per cent, or a total of six per cent, is a reasonable 
figure to shoot at as an upper limit. 

In suggesting this target figure we do not have in mind that this would be the level 
in all cases. For those in low income categories, particularly those now receiving 
under $2.00 per hour, it is not reasonable to expect much restraint to be exercised. 
On the other hand, those in high income groups or those we have obtained large 
wage increases over recent years can be expected to make a greater contribution. 

We have recognized, too, it would be unrealistic to expect firm positions taken by 
the parties in collective bargaining through negotiations which have been under way 
for some months to be withdrawn entirely. 

In your industry, where substantial wage increases were obtained in 1969, there 
has been a drive on the part of other unions which did not negotiate at that time to 
obtain reasonable parity. 

These wage increases in the construction industry have been high, as have other 
costs including those for land, capital and materials—so much so that the 
combination of these have pushed rentals and the price of construction of all kinds 
to peak levels. 

Through your Joint Committee there are, I would suggest, two steps which might 
now be taken, first, to identify the problems that may be posed for you in your 
own sector of the industry as a result of the earlier call for price restraint and these 
recent wage and salary proposals by the Commission and, second, to work out over 
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the coming months a set of objectives with respect to labor and other costs that 
would appear reasonable to both of you. 

After working out a sensible set of objectives in your case and in the case of other 
sectors of the industry, we might then arrange a meeting of representatives of all 
groups in the construction industry with the objective of working out a joint attack 
on this difficult problem—a problem though, which is an urgent one for the 
economy with mounting unemployment along with continuing inflationary 
pressures. 

The construction industry, which employs close to one half million workers, has 
been a pace setter in both costs and wages in recent years. We must find sensible 
answers for the future, not only because of the importance these answers will have 
for you but also for the economy as a whole. 

Your industry has been criticized by other groups for some of the steps you have 
taken. You may feel this is not entirely justified because of external forces beyond 
your control. Be that as it may, by continuing to work together and by developing 
practical approaches for the future with respect to both prices and incomes, you 
will earn wide commendation in tackling positively the difficult problems your 
industry and the economy face. 
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APPENDIX C 


ACTION TO RESTRAIN RISING COSTS 
IN THE CONSTRUCTION INDUSTRY 


Measures Proposed by the Joint National Policy Committee of the 
Plumbing and Pipefitting Industry in Canada! 


The Joint National Policy Committee, representing the United Association of 
Journeymen and Apprentices of the Plumbing and Pipefitting Industry of the 
United States of America and Canada, and the Canadian Plumbing and Mechanical 
Contractors Association, has reviewed over the past year short and long-term 
problems presently facing the industry. 

Growing out of this review, it has been agreed that the most serious of these 
problems is the rapidly rising costs of construction. 

Recognizing the adverse consequences of rising costs for the industry and for the 
economy; the serious disruptions in production and employment accompanying 
fluctuations in the levels of construction operations, which both contribute to and 
results from rising costs; and the fact that inflation sharply affects the life of every 
Canadian; the Joint National Policy Committee decided in May, 1970, to make a 
submission to the Prices and Incomes Commission indicating support of its efforts 
to combat inflation. 


1 These proposed measures were developed initially by a small representative group which 
met several times following the Joint National Committee in Calgary on July 7th, 1970. Those 
comprising this group which met in Montreal, Toronto, Purdue and Winnipeg were: J. Russell, 
St. Eloi, Vancouver, Robert Watson, Toronto, Roger Belanger, Montreal of the U. A.; Ed. 
Twizell, Montreal, Fred Reynolds, Toronto, and David Whiting, Vancouver of the CPMCA, 
(now Mechanical Contractors Association of Canada, MCAC); John A. Long and Peter Erhardt, 
who provided secretarial services, and George V. Haythorne of the Prices and Incomes 
Commission. The final draft was submitted to a meeting of the full National Joint Policy 
Committee under the Chairmanship of Alex Rawlings of Victoria, in Winnipeg and approved 
unanimously as amended on that occasion on November 17th, 1970. 
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Since that date several joint discussions have continued with one of the 
Commissioners. Arising from these discussions, the Joint National Policy Committee 
of the plumbing and pipefitting industry has reached agreement on the following 
proposed measures to restrain rising costs in the construction industry. To be 
effective, these measures, or acceptable variations of them, it is recognized, require 
the endorsement and support of contractors and unions in all sectors of the 
construction industry, of private and public clients of the industry and of 
governments. 


Measures by Contractors 


1. Keep increases in controllable costs to a minimum and hold profits in 1971 at 
a level such that they will be no higher, relative to volume of business, than those in 
1970. Should abnormal circumstances prevail in 1970, an average of the last three 
years would be used as the base period. To help ensure that effect is given to these 
objectives, spot reviews would be undertaken by the Prices and Incomes 
Commission. 

2. Insist on firm price quotations on materials, supplies and services for the 
duration of construction contracts; if necessary, with the support of industry 
associations. 

3. When price increases on materials, supplies and services are regarded as 
excessive refer them to a regional or national office of the construction industry, 
which in turn would bring them to the attention of the Prices and Incomes 
Commission. 

4. Contractors moving into an area to undertake construction projects to abide 
by the terms of existing labor provisions or working conditions prevailing in the 
local area concerned. Should serious issues arise in connection with the application 
of any such labor provisions, covering both wage and non-wage items, they would 
be referred to a joint labor-management committee for resolution. 

5. Limit increases in compensation for management and other staff in line with 
the trend rate in productivity improvement for the economy as a whole and 
reasonable expectations of increases in the cost-of-living under current economic 
conditions and agree that information on the compensation received by all such 
groups be made available through Statistics Canada and other agencies. In making 
adjustments in compensation two of the considerations to be kept in mind are: 
those in high income groups are generally in a better position than those with low 
incomes to assist in resisting price and cost increases; and it is not reasonable to 
expect the compensation of employees in one firm to fall behind substantially that 
of those doing comparable work in the area. 


Measures by Unions 
1. Keep demands in negotiations over the coming year for increases in wages and 
fringe benefits in line with the national trend of productivity improvement and 


reasonable expectations of cost-of-living increases under current economic 
conditions. 
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2. Recognize, with lower price and cost increases generally throughout the 
economy, an annual improvement in real income can be achieved with lower annual 
wage rate increases than would be required otherwise. 

3. Extend, as applicable, the principle that a differential in wage rates should 
apply between construction tradesmen in maintenance and manufacturing jobs and 
those in on-site building operations who are subject to uncertainties and frequent 
changes in employment. 

4. Support measures to help bring about a healthy expansion of the industry 
through technological change, and the removal of out-dated and unnecessary work 
practices, thereby increasing productivity and reducing costs. 


Measures by Contractors and Unions Jointly 


1. While recognizing the existence of differences in wage rates between zones, 
regions, trades and sectors of the construction industry, develop bargaining on a 
broader basis to bring about greater uniformity in the timing and levels of wage 
increases and in the extent and character of working conditions. 

2. Recognize prevailing earnings in most sectors of the construction industry now 
provide tradesmen with an acceptable level of compensation for their contribution 
to the industry and to the economy and agree that this principle should apply 
generally throughout the industry. 

3. Keep increases in wages and fringe benefits negotiated over the coming year in 
line with the national trend of productivity improvement and with reasonable 
expectations of cost-of-living increases under current economic conditions. 

4. Acknowledge some variation in the size of increases in wages and fringe 
benefits may be justified between areas, depending on uneven levels of settlements 
during recent years, unreasonably wide regional disparities or other factors. 

5. Accept that increases to take effect in 1971 and in 1972, already contained in 
some collective agreements covering construction workers, exceed substantially a 
level generally regarded as supportable under current economic conditions; agree 
that the parties concerned will examine such increases in the light of these measures 
to restrain excessive cost build-ups in the construction industry; and agree those 
who will be negotiations in 1971 will give prime consideration to these measures 
rather than use such increases as a pattern for settlements in an area or province 
over the coming years. 

6. Refuse to be a party to interim, or free-ride agreements and other 
arrangements between contractors and unions entered into on condition that 
additional benefits be granted if achieved by employees of other contractors in the 
same industry; to “whip-sawing”; to “leap-frogging”’; and to other bargaining tactics 
which result in unwarranted increases in labor cost. 

7. Resist attempts by owner-clients to have jobs undertaken or completed with 
little or no regard to the adverse effect of such actions on costs and labor relations. 
When efforts to resist are unsuccessful, bring the matter to the attention of a joint 
committee of the industry for resolution or for reference to the appropriate 
provincial government or to the federal government. 
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8. Acknowledge long daily and weekly hours usually add to costs and reduce 
productivity, and agree extended and excessive overtime work be eliminated except 
under special or exceptional circumstances. 

9. Promote year-round employment for construction workers through advance 
planning and the co-ordination of deliberate efforts to this end by the construction 
industry, other industries and governments. 

10. Seek the co-operation of the Department of Manpower and Immigration at 
the national and regional levels and, locally, through Canada Manpower Centers; of 
appropriate provincial government departments; and of other agencies, in fore- 
casting labor and occupational needs and in planning manpower supply to facilitate 
training and mobility, to reduce idle time and generally to improve productivity in 
the industry. 

11. Co-operate with federal and provincial governments and others concerned to 
ensure: the development of up-to-date and effective training and retraining 
programs on a country-wide as well as on a regional and local basis; the 
transferability of skills held by workers among provinces and regions, through the 
Red Seal Program and in other ways; and the undertaking of an objective, 
comparative evaluation of all trades in the construction industry in Canada to 
provide a realistic base for training, for collective bargaining and for other purposes. 

12. Recognize work environment and motivation have an important bearing on 
the interest and satisfaction employees receive from their jobs and on their 
contributions in them, and implement scientifically tested concepts and procedures, 
in these and related areas which benefit morale and productivity, through the 
training and education of supervisory and management personnel and in other 
ways. 

13. Extend the development of, and participation on a senior level in, continuous. 
labor-management consultation on a local, regional and national basis to deal, 
particularly between periods when negotiating collective agreements, with such 
matters as productivity improvements, training, retraining, manpower allocation, 
pensions and their portability, innovations in building technology including 
prefabrication, and evening out the flow of construction work. 

14. Undertake through employer and union auspices, respectively, an active 
promotional program aimed at bringing about acceptance of these measures as they 
apply to contractors, members of unions and all other employees. 


Measures by Private and Public Clients and by Governments 


1. Develop plans for major new construction projects over a continuing five-year 
period. Using these as a basis, establish a mechanism for determining acceptable 
economic and social priorities among such projects on an area and national basis 
and for working out with the construction industry suitable procedures for 
applying them. Besides counteracting potential cost increases, a more co-ordinated 
and planned approach would promote increased productivity, more secure 
employment and greater economic stability in the industry and in the economy. 

2. Public and private clients to standardize their requirements tor construction 
services, as far as possible, and consolidate these into larger and longer-term 
contracts where practical. 
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3. Promote through legislation and in other ways the broad application of the 
National Building Code. 

4. Develop land assembly, taxation and other programs to reduce speculation in 
real estate and promote greater stability and certainty in land and capital costs. 

5. When incentives are provided by government to encourage economic expan- 
sion in an area, and when governments or government agencies themselves 
undertake developments, give advance consideration to the effects of any major 
construction projects involved on the economy of the area and on prevailing 
working and living conditions. 

6. Extend government-industry training, employment and income security, and 
other programs, including research, to assist the industry in coping with periodic 
shortages and over-supplies of skilled workers, labor mobility, technological changes 
and other issues of special concern to the construction industry. 

7. Governments to extend the collection and analysis of information on the 
construction industry on a co-ordinated basis, including costs, prices, incomes, 
working conditions, manpower supplies and needs, extent of collective bargaining, 
contents of collective agreements, productivity and other subjects to facilitate 
industry and government action in the labor and related fields. 
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APPENDIX D 


SHEET METAL WAGE SETTLEMENT, LONDON, ONTARIO! 


Introduction 


The Prices and Incomes Commission has completed an examination of the factors 
leading to the settlement signed on March 16th, 1971, by members of the London 
Sheet Metal Contractors Association and Local 473 of the Sheet Metal Workers’ 
International Association. This action was taken by the Commission in response to 
wide-spread concern about the size and timing of the settlement and _ its 
implications for negotiations now in progress in the construction industry in 
Ontario and in other parts of Canada. The examination, which was welcomed by 
both of the parties involved in the settlement, received the full support of the 
Government of Ontario. 

Over the last several months the Commission, in co-operation with provincial 
departments of labor, has been participating in joint discussions involving both 
contractors and unions on ways of bringing construction cost increases in Canada 
under control. Following a number of meetings with the Joint National Policy 
Committee representing the United Association of Journeymen and Apprentices of 
the Plumbing and Pipefitting Industry and the Canadian Plumbing and Mechanical 
Contractors Association, a statement entitled “Action to Restrain Rising Costs in 
the Construction Industry” was produced and approved by the Joint Committee. 
The measures outlined in this statement have since been discussed with executives 
of construction Associations and Building Trades Councils in Ontario, British 
Columbia, Alberta, Nova Scotia and New Brunswick, and with federal and 
provincial government representatives and have been generally well received. Many 


1 Report issued by the Prices and Incomes Commission, Ottawa, April 2, 1971. 
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of these measures are, however, of a longer-term nature and cannot be expected to 
produce results quickly. 

In the view of the Commission a determined effort to restrain cost increases in 
the construction industry is long overdue. This industry accounts for approximately 
16 per cent of the Gross National Product in Canada, directly employs over 400,000 
workers, and indirectly employs thousands more. Because of its size and influence 
on costs and prices in other industries, an early and substantial moderation of cost 
increases in this industry is essential for the achievement of reasonable price 
stability in the economy as a whole. 

The settlement reached by the sheet metal workers and contractors in London 
involved one of the first of some 200 major agreements in the construction industry 
that will be renegotiated in Ontario this year. The settlement provides an increase in 
total compensation of nearly 40 per cent over a two-year period. If other 
construction settlements in Ontario follow the same pattern, there is no doubt that 
the effect will be a further substantial escalation of costs affecting many industries. 


Groups Interviewed 


In the course of conducting the examination, the Commission held meetings with 
the following: 


1. The Executive and the Business Agent of Local 473 of the Sheet Metal 
Workers’ International Association. 

2. The London Sheet Metal Contractors Association. 

3. The London and District Building Trades Council. 

4. The Executive of the London and District Construction Association. 


The Settlement 


The present three-year agreement between sheet metal contractors and the union 
in the London area expires on April 30, 1971. The compensation package 
provided by this agreement totals $6.13 per hour. This includes $5.40 per hour for 
wages, eight per cent of 43 cents per hour for vacation pay, and 30 cents for 
welfare, pension and health plans for each hour worked. 

The new contract which is to become effective on Mav 1. 1961, provides $5.80 
per hour wages as of that date, 46 cents per hour vacation pay and 50 cents per 
hour for welfare, pension and health plans, for a total of $6.76. Six months later, 
the hourly wage is to increase to $6.40 which automatically increases vacation pay 
to 51 cents per hour. Total compensation at that time November 1, 1971, will 
amount to $7.41 per hour. On May 1, 1972, the hourly wage rate is to become 
$7.40 per hour, and vacation pay is to increase to nine per cent of 67 cents per hour. 
The rate of compensation from May 1, 1972, to the end of the contract on April 30, 
1973, will be $8.57 per hour. 

The total increase in the hourly rate of compensation over the life of the contract 
will be $2.44 or 39.8 per cent which is an annual compound rate of change of 18.2 
per cent. The contract also provides increases in travel expenses and board 
allowances. 
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The Position of the Union 


Following notification to bargain early in January 1971, Local 473 held several 
union meetings at which a set of demands was gradually worked out. The union 
negotiating committee had its first meeting with the contractors on February 11, 
1971, for the purpose of discussing overall contract proposals excluding money 
items. 

On February 25, 1971, the contractors overall proposals, which did not 
include money items, were in turn discussed. As it evolved, the discussion covered 
money items. The union put forward its demands in this regard and, before the 
meeting ended, a tentative understanding was reached. On March 3, 1971, a 
Memorandum of Agreement was signed between the two parties, including 
agreement on money items. 

The union representatives expressed surprise at the speed with which the 
contractors had been willing to reach an agreement which, as far as the total wage 
increase is concerned, was close to the union’s original demand. The union’s 
expectation was that two or three further meetings might have been required for 
meaningful bargaining to take place on wage rates. 

In establishing their original demand for an increase on May 1, 1971, of $1.25 
and another $1.00 on May 1, 1972, the union had examined the rates paid to 
sheet metal workers in selected cities, particularly in the south-western area of the 
Province. 

Current and future hourly wage rates paid to sheet metal workers in various 
Ontario centers are set out in Table A-1. 


TABLE A-1 
SHEET METAL HOURLY WAGE RATES FOR SELECTED AREAS 


New or Existing Agreements” 


Rates 
March, 1971 May 1, 1971 Nov. 1, 1971 May 1, 1972 

London $5.40 $5.80 $6.40 $7.40 
Sarnia 6.34 6.81 7.30 
Windsor (oe Bs) 
St. Catharines nes 
Kitchener Se 
Hamilton 6.50 
Toronto 5.98 
Ottawa 5.40 
Sudbury 6.05 
Sault Ste. Marie 5.07 
Thunder Bay 5.55 


Data taken from Schedule of Hourly Wage Rates, Holiday Pay Assessments and Standard 
Work Weeks in the Building Trades in Canadian Centers, July 1, 1970, Canadian Construction 
Association. 


Data taken from Collective Agreements. 


The original union demands included a number of other items. Among these were 
an increase from eight per cent to 10 per cent in vacation pay as of May 1, 1971; 
height pay amounting to 50 cents per hour; and a parking allowance for workers 
when on center town projects. The last two items were deleted during the 
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negotiations and, as noted earlier, vacation pay was increased to nine per cent as of 
May 1, 1972. 

The union knew that bids were due shortly on sizable work contracts and that the. 
sheet metal contractors would want to reach a settlement as early as feasible to be 
in a position to work out firmly-based estimates of labor costs, as part of their total 
bids. 

Another factor which was said by the union to have played a part in speeding up 
the conclusion of the settlement was a rumored rejection by sheet metal workers in 
another center in the province of a proposed three-year agreement providing for 
three consecutive annual increases of $1.00 each. 

In view of what the union regarded as unsatisfactory past experience in 
co-ordinating wage bargaining with the unions that are members of the London and 
District Building Trades Council, the Sheet Metal Union stated it preferred to carry 
on negotiations directly. The local union views its function essentially as attempting 
to obtain the best possible contract terms for its members. 

The union also pointed to the jointly supported apprenticeship program for sheet 
metal workers in the London area. This had contributed, it stated, to a high quality 
performance by tradesmen and to increased productivity. 

The London and District Building Trades Council, in a later discussion, supported 
the need for more advance planning by clients, a more even flow of construction 
activity and joint action by governments, clients, contractors and unions as positive 
steps to restraining costs in the industry. 


The Position of the Contractors 


The current year is expected by the sheet metal contractors to be a busy one in 
the London area, following two years of slackness and a prolonged strike in 1968. 
More specifically, bids were due in mid-March on a $1 million sheet metal contract 
in London. Other inportant sheet metal bids were due in March and April. 

Most of the companies are relatively small, doing business of less than $1 million 
annually. They have, moreover, rather limited financial reserves. They voluntarily 
submitted to the Commission audited financial statements covering several years, 
and it is clear from these that the firms were not in a good position to contemplate 
a lengthy work stoppage in 1971. 

The contractors were aware that the supply of sheet metal tradesmen in London 
would likely be inadequate by early summer, necessitating recruiting in other 
regions which, in some cases, have higher wage scales. 

Rumors persisted that construction unions in Ontario were making very high 
wage demands and the sheet metal contractors believed that a high settlement was 
inevitable, particularly since London wage rates in the construction trades were 
known to be lower than in some other major centers in the south western area of 
the province. 

The contractors thought they had succeeded in obtaining adjustments in the 
union demands which were significant from a timing point of view. They agreed the 
skills of sheet metal tradesmen have improved in recent years, but there was no 
indication that a settlement of this size could be offset by productivity 
improvements. 
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In the face of this economic situation, it is apparent why the sheet metal firms 
were not inclined to postpone a decision to settle, even though they had 
participated in point discussions with contractors in other sectors of the 
construction industry in London. 

The action of the sheet metal contractors in breaking ranks in late February with 
other groups of construction contractors in London was sharply criticized by the 
executive of the London and District Construction Association. In defence of their 
position, the sheet metal contractors referred to a united bargaining front 
attempted in 1965 in London by the construction industry. This failed when one 
segment of the general contractors settled independently. 

Another attempt was made in 1968, during which the London Sheet Metal 
Contractors Association took the lead and was struck. The members held out for 
nine weeks while contractors in other sectors of the industry continued to work in 
London, and while sheet metal firms in Toronto and other centers hired their sheet 
metal tradesmen. Having suffered on that occasion, the sheet metal contractors 
were determined not to be caught out again. Increased wages, moreover, similar to 
those obtained by the sheet metal workers were received at the time by some of 
the other trades in the area who had not participated in the strike. 


General Comments 


Early in 1971, the Ontario Federation of Construction Association, in co- 
operation with the Provincial Building and Construction Trades Council, took an 
initiative toward province-wide bargaining. Representatives of both the London 
sheet metal contractors group and of Local 473 took part in discussions concerning 
this initiative. Unfortunately plans had not advanced far enough by early February 
to provide any assurance that bargaining on a province-wide basis in the sheet metal 
industry would in fact occur early in 1971. 

Should bargaining on this broader basis become a reality during the life of the 
London sheet metal agreement, it is provided that this local agreement, will become 
null and void. 

Province-wide bargaining on a trade basis will, it is expected, help to remove 
whip-sawing tactics and hence must be recognized as a useful initial step in bringing 
about more orderly bargaining practices. 

The construction industry faces from time to time periods of strong demand 
pressure. These provide an opportunity for—and are offered as a justification 
of—sharp increases in wage rates and profit margins. When demand pressures on 
the industry slacken, the industry is saddled with these high labor costs in 
attempting to attract more business, to the detriment of construction employment 
and the solvency of construction firms. In this sense the attempt to take maximum 
advantage of short-term or local upsurges in demand is an understandable but 
self-defeating strategy for both sides of the industry itself. 


Findings and Conclusions 


This examination of the factors leading to the settlement between the London 
Sheet Metal Contractors Association and Local 473 of the Sheet Metal Workers’ 
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International Association reveals little evidence that consideration of the broader 
public interest played any part in their collective bargaining. 

Both parties were clearly aware that the settlement reached was likely to have 
direct consequences for other settlements in the construction industry in the 
London area and throughout the province this spring. They recognized that in all 
probability these cost increases would be passed on to the industry’s customers, but 
they did not express any great concern about implications of higher construction 
costs for prices and employment generally. 

It is clear that if settlements of this magnitude were to occur in other bargaining 
situations in Ontario over the coming weeks, they would lead inevitably to still 
higher costs in the industry and might spill over to other industries and other 
sections of the country. A further round of substantial cost increases originating in 
high construction wage settlements will have to be paid for by the rest of the 
community, either in the form of higher prices or in the form of reduced activity 
and employment in industries unable to pass these higher costs along to their 
customers. 

Employer associations and unions in various sectors of the construction industry 
in Ontario have been endeavoring, as indicated above, to develop a more rational 
bargaining system. Time, however, is running out. The present deficiencies in the 
system are threatening to inflict further serious damage on the economy as a whole 
at a time when unemployment is already high and when a renewed worsening of 
inflation would greatly complicate efforts to expand job opportunities. 

In the Commission’s view there are only two alternatives if this threat is to be 
averted. The construction associations and unions must take immediate and decisive 
action to bring increases in incomes in the industry more in line with what the 
economy can support. Failing such action, governments will have to find a prompt 
and effective way of intervening to ensure that the public interest is protected. 
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APPENDIX E 


THE COLLECTION AND ANALYSIS OF INFORMATION 
ON FUTURE CONSTRUCTION ACTIVITY’ 


Part I: Background and Additional Data Requirements 


Over the past year the Prices and Incomes Commission has examined ways in 
which the construction industry has been subject to, and has itself influenced, 
inflation. This has been done through reviewing many of the complex problems 
currently facing construction, important developments in the industry over the 
years, and changing relations with other sectors of the economy, and through 
extensive discussions with construction contractors, buildings trades union leaders, 
clients of the industry and provincial and federal government officials. 

As a result of this examination the uneven flow of construction activities from 
year to year and season to season has been singled out as a major factor 
contributing to rising costs in the industry and in the country generally. Action to 
bring about a more balanced volume of construction activity from year to year and 
from season to season has been strongly urged by contractors and unions as an 
important step to achieving more stability in construction and in the economy and 
to restraining cost increases. There has emerged, moreover, a broad consensus 
among all groups concerned that carefully planned, co-ordinated and determined 
efforts are required to reduce the continuing pattern of wide fluctuations in 


lprepared for an Interdepartmental Working Party on the Measurement of Current and 
Planned Construction and approved by this Working Party in May, 1971. The members of this 
Interdepartmental Working Party, established following approval in principle by the Federal 
and Provincial Ministers of Finance in December, 1970, were Don A. Traquair, Statistics 
Canada, Jim H. Latimer, Department of Industry, Trade and Commerce, B. Allen Keys, 
Economic Council of Canada, Frank H. Leacy, Department of Finance, Edgar A. Radburn, 
Department of the Treasury Board and Felix Quinet and George V. Haythorne of the Prices and 
Incomes Commission, who served as Secretary and Chairman, respectively. 
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construction activity.2 Other steps to restrain cost increases on the part of 
contractors, unions, clients and governments have been identified and action 
required on these is also now under discussion’. 


Need for Assembling Information on Projected 
Construction Activities 


Basic to achieving a smoother flow of construction activities is the collection of 
information in a systematic and co-ordinated manner on planned construction 
undertakings. Such information needs to be assembled far enough in advance to 
enable adjustments in timing to be made in given areas where these adjustments will 
contribute to easing excess pressures on the one hand or to offsetting slackness in 
construction acitivity on the other. 

At the present time the extent of advance planning even on major construction 
projects varies widely. This is a factor to be considered in determining what would 
be a reasonable time period in assembling and in releasing data on projected 
construction activity. 

Other factors to be considered are the categories of construction to be covered, 
protection of information supplied on a confidential basis and the areas for which 
the data should be assembled and presented. It would simplify the task of 
assembling information and protect its confidential nature to use broad construct- 
ion categories only. These initially might be restricted to four, namely; residential 
building, non-residential building, highway and other transport, and other en- 
gineering structures. 

For similar reasons the information in each of these categories could be assembled 
for areas of the country which form logical geographic units within which it would 
be reasonable to seek to level out construction activity. These units should not be 
too large to pose difficult problems of mobility for contractors or workers nor should 
they be too small to make it impossible to work out realistic adjustments within 
them to achieve a reasonable flow of construction activity. In some cases metropoli- 
tan areas would be large enough to be treated as separate geographical units where- 
as in others it might be more appropriate to include them in a larger region* 


2 Year-to-year changes in the total estimated value of construction activities in Canada as a 
whole reveal sharp cyclical fluctuations over the past three decades. Pronounced peaks and 
valleys also occur when similar data are charted for each province over the past 10 years. See 
chapter two above. 


3A statement entitled “Action to Restrain Rising Costs in the Construction Industry”, 
approved by the Joint National Policy Committee of the Plumbing and Pivefitting Industry in 
Canada in November, 1970, is being discussed by contractors and unions within this 
and other sectors of the construction industry. See Appendix C. 


4Initially , the information on projected construction activity might be presented for 
some 25 to 30 separate areas, for example; Labrador, Remainder of Newfoundland; 
Prince Edward Island, Metropolitan Halifax, Remainder of Nova Scotia; Metropolitan Saint 
John, Remainder of New Brunswick; Metropolitan Montreal, Metropolitan Quebec, Remainder 
of Quebec south of St. Lawrence, Remainder of Quebec north of St. Lawrence; Metropolitan 
Toronto, Hamilton and Niagara, Oshawa and Georgian Bay, Remainder of Southwestern 
Ontario; Eastern Ontario; North Central Ontario; North-western Ontario; Metropolitan 
Winnipeg, Remainder of Manitoba; Saskatchewan; Metropolitan Edmonton, Metropolitan 
Caigary, Remainder of Alberta; Metropolitan Vancouver, Vancouver Island, Remainder of 
Southern British Columbia, Northern British Columbia; Yukon and Northwest Territories. In 
some cases additional areas may be desirable depending on divisions already established or other 
factors. In any event, the areas would need to be flexible in case changes are required after 
experience has been gained under the program. 
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Sources of Data on Future Construction Activity 


Information on projected construction activities can be obtained from two broad 
sources. These are, first surveys of construction activity in progress, and second, 
surveys of major projects that are planned but which have not yet been 
commenced. The main surveys presently conducted of construction activities in 
Canada are set forth in Part II below. 

From the first set of surveys, projections can be made with reasonable reliability 
of a substantial portion of the probable volume of work at any time in a given area. 
Most of the data needed for these projections covering the broad categories and 
areas indicated above can be developed by Statistics Canada through the refinement 
and greater co-ordination of information now obtained through existing surveys. In 
a few instances some additional data may be required. 

Information on major planned projects would be required on a uniform and 
continuous basis from all levels of government and other principal public and 
private clients of the industry. Some data on advance investment intentions have 
been collected by federal public agencies as is noted in Part II. A broader coverage 
is needed to provide data for the four construction categories and for the principal 
geographic areas. As far as possible these data should be assembled through existing 
surveys so as to keep to a minimum any extra efforts on the part of respondents. 

It would thus be possible, based on these two sources of information, to present 
reasonably complete estimates of expected construction activity over a period, say 
of 18 months to two years. By continuing the projections on the basis of 
current information and developing and maintaining as necessary contact with the 
principal public and private clients of industry, the estimates of expected activity 
might be revised at regular quarterly or other intervals. The estimates of expected 
public construction would likely be fairly complete. Particular care and skill would 
be required to ensure that the information assembled on major planned private 
projects not yet commenced was as completed as possible. 

In the case of major future projects it would be helpful to obtain estimates of 
on-site and off-site labor costs as well as estimates of total construction and total 
project costs. Where available, such estimates could be set forth on a quarterly basis 
during the anticipated construction period. Based on generally accepted conversion 
tables, the estimated cost data could be expressed in anticipated manpower 
requirements for each of the broad construction categories and for each area. 

Even though not used in estimating future construction activity over a period of 
18 months to two years, information on projects to begin beyond a period of 
two years should be assembied wherever available. Such information could be 
checked as it becomes appropriate for later use. It would also assist in assessing the 
extent and degree of reliability of advance planning as well as serve as an 
encouragement to longer-range planning wherever this were feasible. 


Use of Estimates of Expected Construction Activity 


The estimates of expected construction activity, as they become available, would 
serve to indicate the likely future patterns of construction activity in the four main 
categories and in each of the principal areas of the country. These estimates, the 
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reliability of which might be expected to improve over time, would be of interest to 
all governments, to all clients of the construction industry, to residential, 
institutional, commercial and industrial contractors, to unions and to the public 
generally. 

In the case particularly of governments and of major clients the estimates would 
enable adjustments in the timing and in the volume of construction activity to be 
made where these would result in a more even flow of construction work and were 
acceptable also on other grounds. 

The confidential nature of information covering planned projects would, of 
course, have to be protected. This could be achieved by ensuring such information 
would be used only along with other data in aggregate analyses of future 
construction activity. The results of these analyses by broad construction categories 
and by areas would be of particular interest to those responsible for decisions 
concerning the nature, size, location and timing of construction undertakings. 

The availability of these analyses of projected construction would not mean that 
needed adjustments in timing or volume would automatically or necessarily occur. 
Their presence, however, would alert those in a position to make changes to do so 
when it becomes clear that such action on their part would serve, along with steps 
taken by contractors and unions directly associated with the construction industry, 
to achieve a more even season to season. 


Part II: Construction Activity in Canada — Current Surveys 


A. Statistics Canada 


1. Building Permits (Monthly) 
(i) Scope of Survey: 

Information is assembled by Statistics Canada on all residential and 
non-residential building permits issued each month by some 1,400 
municipalities. 

The basic data cover the numbers of single dwellings, double dwellings, 
apartments ‘and conversions and the total values of new residential; 
repairs to residential; industrial, commercial, and institutional and 
government building. 

(ii) Publication of Data: 

The data are published in a monthly bulletin, Building Permits, now in 
its fifteenth year, usually within 10 weeks of the end of the month 
covered. An annual summary under the same title is also published. In 
each case the data are shown by municipality, by metropolitan area, by 
province and, in Quebec, Ontario and Manitoba, by other major 
economic regions within the province. 


2. Capital and Repair Expenditures (Annual) 
(i) Scope of Survey: 
This survey, carried out by Statistics Canada in co-operation with the 
Department of Industry, Trade and Commerce covers some 24,000 
establishments. 
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The survey covers (a) anticipated expenditures on both construction 
and machinery and equipment during the coming calendar year; (b) 
preliminary estimates of these expenditures during the current year; and 
(c) final figures of the actual expenditures during the previous year. 

(ii) Publication of Data: 

The results are analyzed and published in an outlook report entitled 
Private and Public Investment in Canada, issued in March or April. 
Industrial breakdowns are given for each province and for Canada with 
data for manufacturing for each metropolitan area and some additional 
industrial information for Montreal, Toronto and Vancouver. 

Based on this same source, more detailed data on construction by type 
of structure are published in an annual report released in May and 
entitled Construction in Canada. 

During June mid-year review is undertaken of the same 24,000 
establishments to determine the extent of any changes that have 
occurred in the expenditure patterns during the current year. The results 
of this mid-year review are published late in the summer in an outlook 
report entitled Private and Public Investment in Canada Mid-Year 
Review, with the same detail as given in the initial outlook report, 
Private and Public Investment in Canada, issued earlier in the year. 


3. Capital Expenditures (Quarterly) 
(i) Scope of Survey: 

Another survey was begun by Statistics Canada a year ago of actual 
and anticipated capital expenditures on a quarterly basis on construction 
and machinery and equipment for non-residential building and en- 
gineering projects. Approximately 450 of the larger firms in the country 
are covered by this survey. The information covers the present and past 
quarters and the two future quarters. 

For example, the quarterly survey in the first quarter of 1971 covers 
final expenditure data for the fourth quarter of 1970, preliminary 
expenditure data for the first quarter of 1971, a first forecast for the 
third quarter of 1971 and a second forecast for the second quarter of 
1971. The information is analyzed on a national, provincial and broad 
industry basis. 

(ii) Publication of Data: 
No information from this summary has yet been published. 


B. Departmental of Industry, Trade and Commerce 


1. Capital Investment Intentions (Annual) — Preliminary Survey 
(i) Scope of Survey: 

An interview survey of some 200 large establishments including some 
government agencies at the provincial level has been conducted each 
October by the Department of Industry, Trade and Commerce since the 
early 1950s. Information is requested concerning investment in 
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construction and machinery and equipment for the next 12-18 months, 
for Canada and by regions. Preliminary estimates of these investment 
expenditures are also secured for the current year. 
(ii) Publication of Data: 

The results of the above survey are for internal use only. However, 
since 1968, the Department of Industry, Trade and Commerce has issued 
a press release in early November covering the preliminary estimates of 
investment realizations for the current year, and investment intentions 
during the coming year, for the firms surveyed, as well as the highlights 
of qualitative results on such items as costs and business outlook. 


2. Capital Investment Intentions (Annual — Supplementary Survey) 


(i) Scope of Survey: 
Since 1966-67, the Department of Industry Trade and Commerce has 
also conducted in March/April a Supplementary Survey in which the 200 
firms contacted in October are re-interviewed concerning changes in 
investment data as reported in October. 
(ii) Publication of Data: 
The results — available by the end of April — are for internal use only. 


3. Capital and Repair Expenditures (Annual) 


(i) Scope of Survey: 

Within the framework of the Capital and Repair Expenditures Survey 
discussed under A.2, the Department of Industry, Trade and Commerce 
collects in January and June new capital expenditures and repair outlays 
of federal departments and by province of installation. 

In addition, the Department of Industry, Trade and Commerce 
prepares miscellaneous estimates of capital investment, e.g. in agri- 
culture. 

(ii) Publication of Data: 

These data are included in: Private and Public Investment in Canada; 
Construction in Canada; and Private and Public Investment in Canada 
Mid-Year Review. 


C. Economic Council of Canada and Department of Industry Trade and Commerce 
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1. Capital Investment Intentions (Annual) — Preliminary Survey 


(i) Scope of Survey: 

Since 1968, the Economic Council of Canada has participated in the 
Preliminary Survey, (see A.1 (i)) and on behalf of the Council 
investment intentions for five years ahead are collected as well (in addi- 
tion to specific qualitative and quantitative background information 
such as estimates of adjustment for expected price changes). 

(ii) Publication of Data: 

The Economic Council of Canada publishes the information assembled 
on investment outlays for construction and machinery for the current 
year and intentions for the subsequent five years for Canada and the 
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provinces at various level of detail; these data appear in Medium-Term 
Capital Investment Survey (issued in January or early February). 


D. Canadata (Southam Business Publications) 


1. Contracts Awarded (Monthly) 
(i) Scope of Survey: 

Data covering contracts awarded are issued each month by Canadata, a 
division of the Southam Business Publications, Toronto. This in- 
formation, made available in detail to those purchasing this service, is 
derived from a coast-to-coast daily reporting service which covers details 
of all stages of construction from the time a project is contemplated 
until work is ready to begin. 

(ii) Publication of Data: 

The information is summarized in a publication entitled, Southam 

Building Reports, issued monthly in Toronto. 
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APPENDIX F 


ACTION TO BRING ABOUT GREATER EMPLOYMENT 
STABILITY IN THE CONSTRUCTION INDUSTRY! 


Introduction 


Most of the toughest problems in the construction industry can be traced to the 
wide fluctuations in the volume of activity from year to year and from season to 
season. These fluctuations result in intermittent employment, frequent changes in 
employers, a low degree of loyalty between employee and employer, high costs, 
numerous bankruptcies, at times windfall profits and all too often, inflationary 
pressures in the economy. Instability of construction operations, moreover, 
produces many uncertainties and with them emotional strains for both workers 
and contractors. It tends to foster demands for overtime, manpower hoarding and 
lay-offs, stock-piling of materials, equipment, land and other property leading to 
the under or overuse of human and of other resources. Productivity under these 
conditions suffers and inevitably construction costs increase. 

Much can be done to level out construction operations and employment, but past 
experience indicates that little will be accomplished short of deliberate and joint 
action by those most directly concerned. Steps to rectify the situation, moreover, 
are more likely to be taken when there is a clear financial incentive to do so. 
Besides it seems only fair that those who contribute to the economic waste and 
human suffering of the present methods should be held responsible for their actions 
instead of the resulting burdens being borne by many unable to withstand them and 
by the general public. 


1 These proposals grow out of numerous discussions with contractors, union leaders, 
professional engineers, architects, clients, public officials and others closely associated with the 
construction industry and inquiries undertaken by the author when serving as Commissioner of 
the Prices and Incomes Commission from 1969 to 1972. 
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Data on Employment Security 


While insecurity of employment has always been a hard fact of life for most 
construction workers, there has not been, until recently, any satisfactory 
information in Canada on the average length of employment per year of those in 
the building trades. With the development of pensions and other social programs, 
this gap is now being filled. As a result, there are available, today for the first time, 
comprehensive estimates of the average number of weeks of employment and 
average weekly and annual earnings of all major groups of workers covered by 
unemployment insurance in the construction industry in 1966 and again in 1968. 
These estimates derived from an Unemployment Insurance-National Revenue 
sample survey reveal in a striking fashion, the relative positions in which various 
groups of construction workers across Canada find themselves with respect to 
average weeks of employment per year and to average weekly and annual earnings.2 

The inescapable conclusion from an analysis of these duration of employment 
estimates is that large numbers of those associated with the construction industry 
face serious problems of instability each year. The effects of this widespread 
instability are reflected also in the associated annual earnings data as will be seen in 
Table A-2 especially in the case of those who work for less than 45 weeks per year. 
Unemployment Insurance benefits have helped but there is still some distance to go 
to close the earnings gap for those involved. Assuming, for example, those who 
worked on the average between 33 and 44 weeks per year in Period III were able on 
average, to draw benefits in 1968 for 12 weeks to bring them up to the average of 
50 weeks applying to those in Period IV who worked in that year 45 weeks or 
more, and assuming an average benefit of $50 per week, this would add only $600 
to their annual earnings. They would still have received on average $1,100 per year 
less than those in Period IV. Similarly, if those in Period II received benefits of $50 
a week for 24 weeks, this would add only $1,200, leaving them on average over 
$2,100 behind those in Period IV. Thus it is apparent that even with un- 
employment insurance, workers in the construction industry with less than full 
employment are in a much inferior earnings position to those who have 45 weeks or 
more of employment per year.4 

These annual estimated reveal also, as one would expect, wide variations between 
trades and regions, in both annual employment and annual earnings. They also 
make more apparent that those who already have relatively high average weeks and 
hours of work per year benefit substantially more from wage rate increases than 
those who work for shorter period each year. This is the case even though 
employment instability is frequently said to be the principal justification for 
relatively high wage rate increases for construction workers. 


For a description of the sample survey and interpretation of the data see chapter three above. 


3 Figures and tables, similar to those in chapters three and four, setting forth the estimates 
of annual employment and earnings of workers covered by Unemployment Insurance for 
Canada and each of the five regions were included in the original draft of this paper. 

4Improvements in unemployment insurance benefits were introduced in 1971. Those with 
year round employment, however, have also gained more as a result of higher wage rate 
increases during the years since .1968. It might be said why not increase unemployment 
insurance benefits still more. Such an approach while helping to provide greater income security 
does nothing to remove the basic problem of instability from year to year and season to season. 
Beside it attacks the problem essentially in a negative rather than in a positive manner. 
Moreover, most workers prefer employment to be directly associated with their income. 
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TABLE A.2 


Estimated Average Weeks of Employment and Annual Earnings 
of Construction Workers, Canada, 1968. 


Estimated Employees 


Yearly Work Average 
Period Percentage Average Annual 
_ of Weeks of Earnings 
Weeks Number Total Employment $ 
ree pe Se ree AE a ee See Tee 
I 1-20 67,000 18 12 2,400 
II 21-32 63,000 17 Za 3,700 
Il 33-44 86,000 24 39 5,200 
IV 45-52 146,000 41 50 7,000 
TOTAL 362,000 100 36 5,200 


Source: Unemployment Insurance-National Revenue Data Base. 


Action Required 


Carefully planned and broadly based action appears to be essential if greater 
equity of employment and earnings among those in the industry and greater 
stability of construction activity generally are to be achieved. The scheduling of 
major construction projects on a co-ordinated, area ‘basis is a primary requirement 
of an overall stability program. Steps needed in this regard have been outlined 
elsewhere.5 The introduction of an employment security program developed jointly 
by the parties directly concerned could become another key element in the action 
required. 


Joint Approach to Common Problems 


Some progress fortunately has been made in developing communications and 
better understanding of the roles of workers, employers, clients and governments in 
the construction industry in most parts of the country over recent years. This is to 
be seen in steps taken by unions and contractors to develop province wide, regional 
and national bargaining and a joint approach to other common problems facing 
employers and workers.° It is to be seen in the creation of Owner-Client Councils 
and also in action taken by governments, particularly through their Departments of 
Labour, in assisting where required in the resolution of industrial disputes and in 
tackling positively matters of concern to both workers and contractors such as 
safety and working conditions. 

In Ontario and Nova Scotia formal public inquiries have been undertaken by the 
government into labor relations’ and in Quebec a tripartite Construction Industry 


>See Appendix E. 

6 See, for example, Appendixes A and C. 

Tor, Report of the Royal Commission on Labor Management Relations in the Construction 
Industry, H. Carl Goldenberg, Province of Ontario, Toronto, 1962, and Report of the 
Commission of Enquiry into Industrial Relations in the Nova Scotia Construction Industry, H. 
D. Woods, Commissioner, September, 1970. 
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Commission has been established recently.® Less formal tripartite committees have 
functioned in the construction industry in a number of provinces notably, 
Saskatchewan’, Prince Edward Island! and Ontario!! and also in Canada as a 
whole.’? Earlier, for many years between World War I and World War II the 
National Joint Conference Board of the Construction Industry operated as an 
advisory body to the industry under the aegis of Canada Department of Labour!3. 
Some interest has been expressed during recent years in re-establishing a tripartite 
national body along somewhat similar lines!4. In 1970 the Construction Industry 
Development Council was created as an advisory body to the Minister of Industry, 
Trade and Commerce!5. 

There have clearly been increasing instances over recent years of joint action 
involving particularly employers, unions and governments on a provincial and a 
national basis in dealing with common issues confronting the construction industry. 
In view of this and with the greater knowledge now available of the nature and 
consequences of construction fluctuations, it may prove possible before long to 
work out a joint attack on instability. This has long been regarded by many as the 
basic problem of the industry but equally everyone has felt powerless to do much 
about it. Furthermore it is clear that little will be achieved unless each of the 
principal groups involved namely contractors, unions, clients and governments are 
prepared to take some bold and far-sighted measures on the one hand and to set 
aside some outworn, traditional practices and attitudes on the other. 

There will be those who will continue to see little chance of coping effectively 
with instability in construction operations and who will counsel against any head 


8 Appointed under authority of Order in Council 4119 of November 4, 1970, this 
Commission is currently composed of 15 members, three representatives, including the 
Chairman of the provincial Department of Labor and Manpower, six representatives of the 
employers and six representatives of the Unions. Its principal function is to operate quantative 
manpower controls including the issuance of construction work permits. 


9A Committee chaired by a former Deputy Minister of Labour, was established in 1968 to 
examine training requirements and related matters of special concern to workers and employers 
in construction. 


10 ane te A 5 2 Bi 
A provincial union-contractor committee to explore common problems facing the 
industry was convened late in 1971 by the provincial Department of Labour. 


11 The Minister of Labour in Ontario announced on November 4th, 1972 an Industry 
Review Panel composed of four union members, four employers and a former Deputy Minister 
of Labour as Chairman. 


12K tripartite Committee on construction manpower training was appointed in 1965 
composed of union and employer representatives and chaired by the Deputy Minister of the 
Canada Department of Labor. This Committee ceased to function after responsibility for 
training was transferred to the new Department of Manpower and Immigration in 1966. 


13¥Established in 1920; cf. Annual Report of the Canada Department of Labour, Ottawa, p. 
51, 1943. This Board ceased to function after World War II partly due to a disagreement 
concerning representation from nationally organized unions in Canada. 

14This interest was expressed by the executive of the ““Roadmen’s” association in Canada 
in 1964 and 1965. The members of this group of international unions were prepared to have 
representation on the national body from the Confederation of National Trade Unions as well 
as from international unions. The Canadian Construction Association preferred at the time not 
to participate in such a body. 

15 This agency, comprising some 25 to 30 representatives from the building supply industry, 
architects, professional engineers, universities, construction contractors, building trade unions, 
and government departments, encourages joint industry, university-government action in 
dealing with technical and other problems facing the construction and related sectors of the 
economy. 
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on approach. Some of the more cautious among both employers and workers will 
say leave it alone lest it infringe on our freedom of action, or lead to an 
unwarranted degree of government or public involvement in our affairs. Alter- 
natively they may say governments should collectively solve the problem by 
planning and carrying out their own construction programs more systematically and 
by taking steps to see that private clients do so too. Undoubtedly governments 
could achieve more along these lines than has yet been accomplished’®. 
Governments are, however, much more likely to act along these and related lines if 
they see that contractors, building unions and other clients of the industry are also 
ready to take decisive steps in an overall joint program. 

Some contractors may also say that we need to know more about the benefits 
from any joint program even though we recognize instability as our root industrial 
problem and that little can be achieved in dealing with it alone. This is a reasonable 
observation. Clearly the prospects of improved efficiency, higher productivity, 
lower cost and a more positive relationship between workers and employers need to 
be fully discussed and sharply defined. 

Similarly some union members may ask what are the current practices that can be 
safely set aside and how will such a joint program affect the role of the hiring halls 
and of collective bargaining? These too are fair questions which need full and frank 
discussion in the light of the whole program and the benefits to be gained from it. 

Equally some clients may ask why should we be involved in the program? The 
answer is that construction is essentially a service industry and unless those who 
demand its services are prepared to consider altering the timing and nature of their 
demands, the industry will continue to face serious uncertainities and ups and 
downs in activity, and inevitably the economy as a whole will go on suffering from 
them. 

Finally some governments may say we must retain our freedom to increase or 
decrease our expenditures on construction as best serves our political interests. The 
answer to this is that they will no doubt continue to act in this manner until what is 
at stake in making such expenditure decisions is more fully and widely understood. 
When it is realized that serious adverse economic and social consequences result 
from a failure to plan construction projects in a co-ordinated fashion, governments 
will be faced with the necessity to choose between continuing to tolerate these 
adverse consequences with potential explosive political effects and a decision to act 
with broader and longer sighted social, as well as economic and political, interests in 
mind. 

Because of the continuing severity of the problem of instability in the 
construction industry in Canada and the fact that it has become so deep seated and 
entrenched in the functioning of the whole economy, nothing short of bold action 
by all groups involved, will bring it under control. This is now being realized by an 
increasing number of people closely associated with the industry. To help stimulate 
further explorations of joint action in this critically important area some tentative 


seas form of regional planning for the construction industry has been recommended in 
Britain. In Sweden a system of regional control of building activity has been in effect for some 
years under the National Labor Market Board, Cf. Report of the Committee of Inquiry under 
Professor E. H. Phelps Brown into Certain Matters concerning Labour in Building and Civil 
Engineering Cmd. 3714, Her Majesty’s Stationery Office, London, England. 
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proposals for an employment security program have been developed. Equally the 
proposals could be based on the corresponding provincial or regional estimates 
should it be decided to explore the possibility of introducing an employment 
security program,!7 ona more limited area basis, at least initially. 


Employment Security Program 


An outline of a possible employment security program is sketched out below. It is 
hoped this may prove provocative and lead to improvements in it or to alternatives 
which will better serve the overall objective of achieving greater stability in 
construction and in the Canadian economy as a whole. Obviously it is neither 
possible or desirable to cover all aspects of such a program in this outline. Many can 
only be determined through joint discussion and agreement by the parties 
concerned. Thus only some of the principal features are set forth here. These are 
built around the estimates of average annual employment in the construction 
industry worked out for Canada as a whole. 

The broad objective of an employment security program to achieve a reasonable 
minimum level of annual employment for all those with a permanent and principal 
attachment to the construction industry. With this in mind a level of 45 weeks, 
10.5 months or 1800 hours might be set as an initial annual employment 
target for most of those who would be covered under the program. Since it would 
not likely prove practical to set 45 weeks or the equivalents in months of hours as 
an immediate annual guarantee for all regular construction workers, two levels of 
guarantee might be introduced at the start of the program. Regular workers for this 
purpose might be defined as those who had established an attachment to the 
industry through 21 weeks or more during the previous year. Thus, no guarantee 
would be contemplated for anyone who had not worked for at least 21 weeks in 
the construction industry during the previous year. Those who had an employment 
record during the previous year of 21 to 32 weeks might be given an employment 
guarantee of 33 weeks, while those with a record of 33 weeks or over might be 
given a higher employment guarantee of 45 weeks. This would mean those covered 
by the lower guarantee initially would be able to move to the higher guarantee as 
soon as their previous year’s employment reached 33 weeks. There would also be an 
opportunity for those not entitled to a guarantee initially to move into either the 
lower or higher level as soon as they were able to raise their annual employment 
record up to the level required. Alternative lengths of required previous annual 
employment might of course be chosen and equally other guarantees or a single 
lower guarantee of perhaps 40 weeks might be established initially. 

The previous employment experience figures and the proposed guarantees have 
each been worked out on an annual basis. In practice, it might be preferable after 
one or two years of experience were gained under the program to apply these 
minimum experience records and guarantees on a quarterly basis. This would keep 


171, the preliminary draft of this paper dated July 12, 1972, the employment and other 
1968 estimates for Quebec were used for illustrative purposes; although the basic 1966 and 
1968 employment charts for both years were included for all five major regions and for Canada 
as a whole. 
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the program on a more current basis and thus, encourage adjustments to achieve the 
employment guarantees to be made whenever feasible as early as possible. 
Moreover, using a moving annual employment experience base, covering the 
immediately four preceding quarters, would serve to reduce the impact of erratic 
movements in any single quarter. 

The proposed employment guarantees and the related previous work experience 
under an employment security program might be summarized as follows: 

1. 45 Week Employment Guarantee: 

Those falling in Periods III and IV in Table A-2 who had worked for 33 weeks 

or more during the immediately preceding full year of four quarters in the 

construction industry might be assured 45 weeks employment during the ensuing 

year. 

2. 33 Week Employment Guarantee: 

Those falling in Period II who had worked from 21 to 32 weeks during the 

immediately preceding full year of four quarters in the construction industry 

would be assured 33 weeks employment during the ensuing year. 


Other Features 


After the program has been in operation for a year or two, or alternatively from 
the beginning, the 33 and 45 week guarantee might be broken down on a quarterly 
basis with nine and 12 weeks of employment respectively guaranteed during the 
first and fourth quarters of each year and 7.5 and 10.5 weeks respectively during the 
second and third quarters. These four quarterly guarantees it will be noted, are the 
equivalent of 33 weeks and 45 weeks per year. The higher guarantee suggested for 
the winter months is in recognition of the greater difficulty usually experienced in 
securing employment at this time of the year, and of the need to level out as far as 
practical, construction operations throughout the year. 

To encourage employment, where required in more distant areas and in 
recognition of higher expenses usually involved in such situations, workers 
otherwise qualifying for quarterly employment guarantees might be entitled to one 
addition week per quarter, provided all work during that quarter was performed 
outside of their regular home area. The maxima per year in this case would thus be 
increased to 37 and 49 weeks or to 1295 and 1715 regular hours respectively.!® An 
alternative method of encouraging such employment would be to reduce the 
minimum levels of previous employment required by an appropriate amount 
provided all employment during the subsequent quarter or quarters were outside 
the regular home area of the workers involved. 

The minimum levels of previous annual employment might remain constant for a 
full year, or they could be changed each quarter, that is based on the previous four 
quarters. The former would reduce the administrative work involved and would 
generally simplify the program. 

At the beginning of the program it might be provided that 35 hours, or some 
other agreed figure would constitute a guaranteed week rather than 40 hours. This 


18 Based ona minimum guarantee of 35 hours per week. 
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would be the equivalent in annual terms of 1135 hours under the 33 week 
guarantee and 1575 hours under the 45 week guarantee. These levels might be 
raised later if this proved practical under the program. 

It could be assumed that most of those now working 45 weeks or more, that is 
the 146,000 estimated in Period IV for Canada as a whole, would continue to do so 
under such an employment security program. This would mean that the 45 weeks 
of guaranteed employment would apply principally to those in Period III. On the 
basis of these 1968 estimates, the number likely to be directly affected by the 45 
week guarantee during the initial year of the program would not likely exceed 
100,000. This allows for one additional week per quarter for those working outside 
of their home areas on the one hand and for the possible exclusion of some 
workers, notably non-site clerical workers, from the program. Similarly during the 
first year the maximum number, again based on the 1968 estimates, eligible for the 
33 week guarantee would not likely exceed 55,000. After the first year it could be 
assumed that many of these 75,000 would now become eligible for the higher 45 
week guarantee and that a substantial number in Period I would have moved into 
Period II and hence would be eligible for the 33 week guarantee. Assuming some 
success to be achieved by the industry and by its clients in levelling out 
construction employment from year to year under the program most of the 
100,000 initially in Period III would have joined those in Period IV, although 
inevitably some in a higher Period one year would slip back into a lower Period 
another vear. 

The numbers falling in each of the Periods I to IV as suggested would likely 
change significantly after an employment security program was introduced. One 
might expect those in Period IV to increase most, due both to the direct effect of 
the employment guarantees and to accompanying action to increase stability in 
construction activity generally. Those moving into Period IV from Period III would 
in turn be replaced by a substantial shift from Period II to Period III. The relative 
numbers in Periods II and I could be expected to decline correspondingly, or at 
least to do so after the program had been in operation for a few years. 

The coverage of the program might be limited to specified occupational or other 
categories of workers in the construction industry. At the beginning these could 
include all building tradesmen, laborers, on-site office staff and general foremen. All 
firms and establishments might be included regardless of size or again, partly to 
reduce administrative work, at least at the beginning, the quantities might be 
limited to employees of firms or establishments with a monthly payroll of $10,000 
or over, or a quarterly payroll of $30,000 and over. The previous employment 
experience might, however, be honored regardless of the size or location of the 
firm provided the employment had been in the construction industry. 

Casual and part-time employees it might be provided would not be entitled to 
any benefits under the program unti! they had worked in the construction industry 
for a minimum of 21 weeks, of say not less than 20 regular hours each, over the 
immediately preceding four quarters and of which at least five weeks, of not less 
than 20 regular hours each, had been within the immediately preceding quarter. 

In order to discourage overtime work where not essential, and thus serve as a 
further encouragement to increased employment stability for more workers, it 
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might be provided that overtime hours would not be counted either in establishing 
the minimum previous employment experierice or the quarterly or annual 
guarantees of employed weeks and hours. 

It would be necessary to maintain in some form a record of all those employed in 
the construction industry. This might take the form of an annual register on a 
specified date in all parts of the country. The register might include name, social 
insurance number, address, occupation and firm, location of employment, wage 
rate or salary. The register would cover all firms and establishments regardless of 
size and all occupational groups, whether covered under the annual employment 
security program or not. 

Each firm or establishment in the construction industry, whether coming directly 
under the employment security program or not, might be required to maintain, on 
a standard computer or other suitable card, a record of each employee’s work 
experience. This record might show separately regular hours and any overtime 
hours worked each day and weekly and quarterly totals of each. A copy of this card 
could be given to employees when they changed firms, or establishments so that 
they could be turned over immediately to new firms. Employers would be expected 
also to make these cards and other related records available as required for 
inspection and checking. 

Should the program be introduced in the first instance in a single province or 
region of Canada an employee who moved out of that province or region into 
another might be held responsible for maintaining a full record of his employment 
in that province or region should he decide within the year to return to the original 
province or region. Similarly workers from other areas moving into a province or 
region with an employment security program might be covered under the program 
in the same way as those regularly working there provided they were able to furnish 
satisfactory evidence of their previous employment experience. In this way an 
employment security program would not serve as a discouragement to manpower 
mobility. 

Should it be decided to exclude small sized firms from coverage under the 
employment security program, employees of such firms might still be eligible for 
employment guarantees should they move to larger firms or establishments. A 
record of the previous employment experience of all employees would however be 
required to establish their eligibility for employment guarantees. 

Weeks and hours of training on the job, or related classroom training paid for 
wholly or partially by the firm under a joint union-management plan or under a 
wholly or partially government supported plan might be counted as employment 
experience and also for employment guarantees in the same way as regular hours of 
work. 

Apprentices named in accordance with joint firm, union, government agreements 
covering each occupational group under the employment security program, bearing 
in mind agreed retirement provisions, expectations covering volume of construction 
and availability of experienced workers from elsewhere, might be covered each 
year. All such apprentices might be guaranteed employment on the higher level set 
out above, including training both on and off the job. This would likely mean 
waving the usual provisions for previous employment experience in some cases. 
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It would seem preferable to provide under the program that regular hours of 
work would not include any time not actually worked except in the case of any 
statutory holiday with pay and paid annual vacation periods. Such paid holiday and 
vacation periods, as in the case of training with pay, would thus be counted towards 
both previous employment experience and guaranteed employment. The actual 
periods of vacation could be taken at one time or distributed among two or more 
quarters and calculated on the basis of one week or not less than 35 hours of such 
vacation being the equivalent of one week of employment experience and one week 
or guaranteed employment. 

The Canada Manpower Centers, provincial employment offices, where they exist, 
union hiring halls, and construction firms would be expected to co-ordinate their 
labor market services including information on manpower resources, actual and 
prospective employment vacancies, job applicants and training programs. Firms and 
individual workers would, moreover, utilize these services as required in accordance 
with procedures worked out jointly, agreed upon and reviewed from time to time 
by the contractors’ associations, unions and government agencies concerned. 


Employment Stability Fund 


An essential part of an employment security program would appear to be an 
employment stability fund established for the construction industry as a whole. 
Such a fund would provide the equivalent of hourly earnings to those employees in 
the construction industry for any hours during each quarter they failed to receive 
work, on the job training, related classroom training with pay, or more general 
training or retraining with pay or vacation with pay sufficient to meet their 
employment guarantees. The fund would in other words serve as an essential 
back-up provision when employment opportunities were not available. It would be 
regarded, however, as a secondary rather than a primary part of the program since 
the main emphasis would be on providing employment stability through more 
advanced and co-ordinated planning of construction operations. 

Contributions to the fund might in the first instance be from two principal 
sources: all construction firms with a gross payroll in excess ot $10,000 per montn 
for those employees covered under the employment security program; all private 
and public clients of the industry with building or other projects on which 
construction services supplied cost $50,000 or more. In the case of contributions 
from construction firms the amount might be shared equally by the employers and 
the workers involved on the grounds that both would benefit from increased 
stability in construction operations. The contribution from the clients would be 
made on the grounds that they too would benefit from increased stability in 
construction operations through lower costs and in other ways. 

The principal provisions governing an employment stability fund in the 
construction industry might be expressed in summary as: 

1. Basic Contributions 

(a) Construction Industry: 
Two per cent of gross monthly payroll of each firm in excess of $10,000 
might be paid regularly into the employment stability fund. This amount 
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might be based on the equivalent of a one percent contribution from the 
employer and a one percent contribution by the workers. The payroll in 
this case could cover building tradesmen, laborers, on-site staff members 
and general foremen, regardless of the number of hours they worked 
during the month. 
(b) Clients of the Industry: 

Two per cent of the price paid in excess of $50,000 for construction 
services, excluding equipment, machinery and land, on individual new, 
repair or maintenance, might be contributed in the case of all private and 
public construction projects. 


2. Reduced Contributions 

(a) Construction Industry: 
A reduced contribution of one per cent of monthly payroll as proposed in 
1 (a) above, might be paid when construction firms, after the first full 
year of the employment security program, provided an average of 45 
weeks or more for 90 per cent or more of all building tradesmen, laborers, 
on-site office staff and general foremen employed by them during the 
twelve months immediately preceding the current quarterly period. This 
reduced amount which again might be based on a 0.5 per cent contribu- 
tion by the employer and the other 0.5 per cent contribution by 
the workers, would continue to apply during subsequent quarters 
provided the same test was met; otherwise, the contribution rate would 
revert to two per cent. 

(b) Clients of the Industry: 
One per cent of the price paid, as defined in 1(b) above might be 
contributed when, in co-operation with architects, professional engineers 
and construction contractors, clients are able to show that continuous 
employment of not less than 35 regular hours per week has been provided 
to those members of the occupational groups covered under the 
employment security program for an average of at least 90 per cent of the 
working time such jobs are required from the date of on-site commence- 
ment to on-site completion, excluding acts of God, legal strikes and legal 
lockouts. 


3. Increased Contributions 

(a) Construction Industry: 
Four per cent of the actual payroll involved in the case of firms included 
under 1(a) above might be paid into the fund for any overtime hours 
worked. The total contributions here again might be made up of equal 
contributions by employers and workers. The contributions in this case 
would be in addition to those made under 1(a) or 2(b) above. 
Clients of the Industry: 
Similarly an increased contribution of four per cent of the price paid to a 
contractor for all overtime work performed on projects included under 
1(b) above might be paid into the fund. The contributions in this case 
would be in addition to those made under 1(b) or 2(b) above. 
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Other Features 


After the broad outlines of an employment security program were worked out 
and agreed upon by those directly concerned the essential provisions might be set 
forth in appropriate legislation. These provisions might include the contributions to 
be made to the employment stability fund by construction contractors, workers and 
clients, their dates of commencement, other key features and the establishment of 
an appropriate agency to administer the employment security program. 

Provincial or regional, as well as a national, advisory committee might be named 
to assist in the operation of the program including the fund. Each committee might 
be composed of representatives of construction associations, building trade union 
councils, clients, professional bodies, and governments each on appropriate levels. 
The general public might also be represented by two or three persons with the 
chairman named from this group. The secretariat could be drawn from the 
administrative agency. 

Construction workers who became eligible to draw payments from the 
employment stability fund, in the event that employment training or paid vacation 
could not be provided up to the full limit of that guaranteed, and who were also 
qualified for benefits under the existing Unemployment Insurance Program, could 
decide whether to claim these latter benefits. If they did so, these benefits would 
have to be deducted from those payments for which they were eligible under the 
employment stability fund. On the other hand, should such workers decide not to 
claim their benefits under the Unemployment Insurance Program, the position of 
the construction industry would likely to that extent be improved under the 
proposed new merit rating provisions. It is possible also that employees, by 
withholding the receipt of benefits under the Unemployment Insurance Program to 
which they are entitled today, might improve their position tomorrow, should they 
become unemployed for a longer period of time later. In any event, there would 
continue to be workers in the construction industry whose previous employment 
experience was insufficient to obtain employment guarantees or whose em- 
ployment guarantees had become exhausted, who would be qualified to receive 
benefits under the Unemployment Insurance Program. 


Total Annual Contributions and Payments 


In view of the many uncertainties and unknowns involved, it is not possible at 
this stage to make reliable estimates of the total annual contributions that might be 
made into such an employment stability fund or of the total annual payments that 
might be made out of it. When broad outlines are determined some calculations of 
the likely revenues and outlays might then be worked out. In any event a minimum 
total level of contributions might be stipulated before any payments would be 
made and also a minimum figure below which the fund would not be allowed to fall 
at any time. 


Concluding Observations 


It would be important in introducing an employment security program to place 
the principal emphasis as already noted on reducing fluctuations in construction 
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operations. In keeping with this basic emphasis, built-in financial incentives might 
be included as suggested to encourage clients of the industry to time and schedule 
their construction projects to help bring about a maximum degree of stability in the 
industry. Equally penalties it is proposed might be included to discourage action 
which would tend to defeat this objective. 

Incentives and penalties are also included to promote similar action by the 
construction industry itself, on which responsibility must rest for carefully planning 
and scheduling work on individual projects, for eliminating overtime except in 
emergency or highly special situations, and for generally levelling out manpower 
utilization from year to year and season to season. 

Construction tradesmen and their unions, as well as construction contractors, 
have an important role to play in achieving maximum employment stability for 
everyone associated with the industry. This includes not only a willingness but a 
determination to remove practices, which were deemed necessary in the past to 
protect against work or job instability, but which, under an employment security 
program, would not only no longer be required but which would only continue to 
add to construction costs. Unions on their part could also assist through the 
efficient referral of members to available job openings, close co-operation with 
government manpower placement and training agencies, stimulating increased 
winter employment, encouraging mobility where required, discouraging overtime, 
and in other ways. 

Canada Manpower Centers and federal and provincial Departments of Labor 
would be in a position to aid in attaining greater employment stability in 
construction operations through developing and maintaining up to date information 
on available manpower resources, construction labor requirements, earnings, 
conditions of work, methods of improving productivity and training needs. 

Finally, it would be essential for governments, generally, on all levels to plan and 
co-ordinate their construction programs in order to achieve maximum stability in 
this critical sector, and in the economy as a whole. 
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